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APPLICATION FOR PERMITTO DRILL,DEEPEN,OR PLUG BACK '""'" "'^"°""°•*"'"" ""

1A. TTPE OF WORK

DRILL[D DEEPENO PLUG BAcK O ' """ "'" """
b, TrrzorwsLL Kane Springs Federal Unit
A,... lä ^=",... O ..... S".." o",'."

"" O •· - · = = = ·

2. .... ov ersaaren Kane Springs
Aviara Energy Corporation •· *=LL "

8. ADDatBS OF OFERATOR No. 30-1
P. 0. Box 1350, Houston, TX 77251-1350 10. FIELD AND PDOL, OR WILDCAT

4. LOCAtt0N or wtr.I. (Report location clearly and in accordance with any State requirements.•) Wildcat
At suriate
330' FNL & 1035' FWLSec. 30, T26S, R20E n...c..t..a.....o..ex.

AND BURVET OR AazA

At proposed prod. sone

980' FSL & 1085' FEL Sec. 24, T26S,. R19E Sec. 30, T26S, R20E
14. DIIITANCE IN Mil.as AND DIRECTION FRO¼ NEAR$8T TOWN OR PORT OTW3CE

. 12. COUNTY OR PAhlsB 18. BTATE

17 mifes west of Moab, UT ..
Grand Co. UT

10, DISTANCÉTROM ÑÒÒUBRD 16. NO. OF ACRES IN LEABE 17, ÑO. OF ACBË8 ABBIONED
1,0CAtlON TO NEAREaT Surf 30 FNL Sec 30 ro on,. w...
raor..tT OR I.EABE LINE, FT. BH 1085' FEL Säc2/ 2556 56 580
(Also to nearest drlg. unit line, i nyl

18. DISTANCE TROM t'BOPOBED LOCATION* 19. PROPOBÈD DEPTH 20. korAar or cAaLa roots
NBARER WER, bRH.MNO, COMPLETED• NA .7400' TVD Rotary

.ox AFFl.TED FOR, ON TRIE EXABE, FT.

21. EtzvATaons (Show whether DF, RT GR, etc.) 22. Arrnor. Dars woxK wit.I. araar•

5962' GR Jul y, 1998
PROPOSED CASING AND CEMENTING PROGRAM

SIEE OF NOLE BIEE OF CABINO Wi!OHT PER FOOT -' BETTING DEPTH QUANTITT OF CEMEWT.

SEE ATTACHMENTS

This well is a Horizontal Test of the Cane Creek Formation.

·

CONRDEN-
IN ABOVE BPACE DESCRIBE PROPOBED raooxAX : If proposal is to deepen or ping back, give data on present productive some and proposed new productive
zone. Il proposal is to drill or deepen directionally, give pertinent data on subsurface locations and measured and true vertical depths Give blowout

Mgr, Envir., Safety & Reg ,,,, 16 December 1997

( epace ede al o State of5ce

AFPROVEDBY BRADLEY G. HIl 1 , ..

CONDITIONB OF APPROYAL, 17 A RECLAMATIONSPECIAUST III
FederalApprovalofflikt
ActioniaNecessary

*See InstructionsOn ReverseSide
Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the
United States any false. fictitious or fraudulent statements or reoresentations as to any matter within its
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1&. TTPE OF WORK

DRILL[D . DEEPENO PLUGBACK O ' """^°"=""= " "•

b.orr=orw=Lt. Kane Springs Federal Unit
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NNE MOU TH MO 6· **== •= 6= •• "--=
2. NAxm or OPERÒ Kane Springs

Aviara Energy Corporation •· "='" "*·
8. ADDREBB OF OPERATOR No. 1

P. 0. Box 1350, Houston, TX 77251-1350 io. WIÉLD AND POOL, OR WiLDCAT

4. LOCATION OF WELL (Report location cÏearly and in accordance with any State requirements.*) Wil dca tAt nur£ace
330' FNL & 1035' FWLSec. 30, T26S, R20E 21...c..r..n.,x..oa.sm.

AND BURVtT OR AREA
At proposed prod. zone
980' FSL & 1085' FEL Sec. 24, T26S, R19E Sec. 30, T26S, R20E

14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OrrlCÈ*
, 12. COUNTY OR PARISH 13. BTATE

17 mifes west of Moab, UT Grand Co. UT
10. DISTANCE TROM PROPOSED• )104'¥ELSec.24 1ð. No. or Acata IN LEASE 17. No. or Acars AsaloNEDLOCATION TO NEAREST (U)1085'FELSec.24 TO THIE WELL -PROPERTY OR LEABE LINE, FT• Surf.(Ls)330'FNLSec.30 2556.56 580(Ago to nearest drlg. unit line, if any)

. (U) 1û3f' FWLSec.30-18. DISTANCE raoM I•norosso LOCATION* 19. rnorosED DEPTH 2Ú. ROTART OR CABLE TOOLS
TO NEAREST WEM., DRH,I,tNG,.COMPI.ETED' NA 7400 ' TVD Rotaryon ArruED FOR, ON THIS LEASE, FT.

21. ELEVATIONs (Show whether DF, RT, GR, etc.) 22. APPROX, DATE WORK WILL START*

5962' GR Jul y, 1998
23'

PROPOSED CASING AND CEMENTING PROGRAM

82EE OF HOLE BlzE OF CASING WEIGHT PER FOOT BETTING DEPTH QUANTETT OF CEMENT

SEE ATTACHMENTS

IN ABOVE SPACE DESCRIBE PROPOBED PROGRAM: If proposal is to deepen or plug back, give data on present productive zone and proposed new productive
zone. If proposal is to drill or deepen directionally, give pertinent data on subsurface locations and measured and true vertical depths. Give blowout

. . ,Mgr; Envir., Safety & Reg .,, 16 December 1997
(T s space ede al e State ofuce u )

PERMITNO APPPOVAT.WATT

APPROVED BY TTTT.7 DATM
CONDITIONS OF APPEOVAL, 17 ANT :

*See InstructionrOn ReverseSide
Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the
United States anv false. fictitious or fraudulent statements or reoresentations as to any matter within its
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WellLocationDescription
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AVlARAEner Cor orolion No.161297

Kane S rings ederaŸ 30-1
330° L & lO35°FWL(top hole) Areod
Section 30. T.26 S., R.20 E., SLM
72.381N & 2.497.975 E - Utah Central. NAD27 (top hole)
5962 grd. el. from USGS spot elevation980° FSL & 1085°FEL (bottomhole)
Section 24. T.26 S.. RJ9 E., SLM
Grand County.UT
30 October 1997

Gerald G. Huddleston.LS
The above is true and correct to my knowledgeand belief.

HUDDLESTONLANDSURVEYlNG- BOXKK - CORTEZ.CO - (970) 565



UT-060-3160-1

Bureau of L d Management

Application for Permit to Drill DEC17 1997
On-Site Inspection Checklist

DIV.0F01L,GAS&M
Company AVIARA ENERGYCORP. Well No. KANE SPRING

Location: Sec. 30 , T. 26S , R. 20E , Lease No. UTU-46697

On-Site Inspection Date 11/5/97 (Held priorto NOS/APD to screen VRM concerns)

All operations will be conducted in such a manner that full compliance is made with applicable laws, regulations (43
CFR S 3100), OnshoreOil and Gas Orders, the approved plan of operations and the conditions of approval. The
operator is fully responsible for the actions of his subcontractors. A copy of these conditions will be furnished to
the field representative to ensure compliance.

A. DRILLING PROGRAM

1. Surface Formation and Estimated Formation Tops:
FORMATION TOPS SUBSEA DEPTH (RKB=25)

Alluvium 5965 0
Chinle 5383 607
Cutler 4505 1485
Hermosa 3297 2693
Paradox Salt 1690 4300
Cane Creek -1365 7355

2.Estimated Depth at Which Oil, Gas, Water or Other Mineral Bearing Zones are Expected to be Encountered:

Expected Oil Zones: Cane Creek - Subsea: -1365; TVD Depth (RKB=25'): 7355'

Expected Gas Zones:

Expected Water Zones: Kayenta/Wingate - Subsea: 5965; TVD Depth (RKB=25'): 0

Expected Mineral Zones:

All fresh water and prospectively valuable minerals encountered during drilling will be recorded by depth
and will be cased and cemented. When possible, water flow rates will be measured and samples will be
taken and analyzed with the results being submitted to BLM. All oil and gas shows will be tested to
determine commercial potential.

3. Pressure Control Equipment -include schematics of the BOP and choke manifold, and describe testing
procedures:
SURFACE (0-700')& UPPER INTERMEDIATE (700' - 4,330') INTERVAL:
A rotating head and blooie linewill be rigged up on the conductor and surface pipe. One (1) annular bag-

type and preventer will be utilized while drilling the surface hole to 700' and intermediate hole to 4,330' in
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the air drilling interval of the hole (See Exhibit C-1).
LOWER INTERMEDIATE INTERVAL 4,330'-7,510'

One (1) annular bag-type and (3) ram-type preventers will be utilized while drilling below the
intermediate pipe. Ram preventers are to be tested to a minimum of seventy percent (70%) of working
pressureor a minimum of seventy percent(70%) of burst rating of intermediatepipe. Annular preventeris
to be tested to a minimum of fifty percent(50%) of working pressure. (See Exhibit C-2).

Choke Manifold will meet or exceed the requirements of the typical SM manifold as in Onshore Order#2.
Two remote operated hydraulic chokes installed prior to drilling into the Cane Creek. One panel will be
located on the rig floor and the other panel on the ground(See Exhibit C-2).

HORIZONTAL INTERVAL 7,510' - 9,723'
While drilling horizontally through the Cane Creek formation a high pressure rotating head diverter will

be installed on top of the annular preventer. The static working pressurewill equal or exceed 2,500 psi and
the rotating working pressure will equal or exceed 1,500 psi. The rotating head will be tested to 3,000 psi
with a test cap. (See Exhibit C-3).

A large atmospheric gas buster rated at a minimum of 50 mmscf/day with a minimum of 8" x 150' flare
line routed to flare pit. The flare line is to be equipped with an electric igniter.

This equipment will be utilized to safely control well pressuresand producedfluids while drilling into the
potentiallyfractured Cane Creek formation.

BOP systems will be consistent with API RP 53 and Onshore Oil and Gas Order No. 2. Pressure tests of
the surface casing and all BOP equipment potentially subject to pressure will be conducted before drilling
the surface casing shoe. Blowout preventer controls will be installed prior to drilling the surface casing
shoe and will remain in use until the well is completed or abandoned. Ram preventers shall be inspected
and operated each trip (no more than once a day is necessary), and annular preventers shall be inspected
and operated weekly to ensure good mechanical working order. These inspections shall be recorded in the
drilling log and in the daily drilling report.

4. Casing Program and Auxiliary Equipment -include casing size, weight, grade, thread and coupling, setting
depth and condition (new or acceptably reconditioned):
SURFACE PIPE:

0-700' INTERVAL; 13-3/8" SIZE; 54.5 WT; K-55 GR; STC CONN; 2730/11 BURST/SF; 1130/3.65
COLLAPSE/SF; 547/14.3 TENSION/SF. Set ± 50' below top of Chinle Red Beds._ Tension safety factor
calculated using air weight. Pressure test to 70% of casing burst or _1900 psi before drilling out of shoe.
INTERMEDIATE PIPE:

0-4330' INTERVAL; 9-5/8" SIZE; 40 WT; K-55 GR; STC CONN; 3950/1.4 BURST/SF; 2570/1.34
COLLAPSE/SF; 486,000/2.8 TENSION/SF. Set ± 30' below top of Paradox Salt. Tension safety factor
calculated using air. Collapse design based on 8.5 ppg emw gradient with no backup fluid (casing
evacuated). Collapse design neglects salt creep load in Paradox Salt. Burst design based on maximum
surface pressure calculated by subtracting an oil gradient of 0.355 psilft from a fracture gradient of 1.0
psilft. A burst backup fluid of 8.5 ppg was used. Pressure test to 81% of casing burst or 3200 psi before
drilling out of shoe.
PRODUCTION PIPE:

INTERVAL SIZE WT GR CONN BURST/SF DERATED TENSION/SF
COLLAPSE/SF

0-4100' 7 26 N-80 LTC 7240-1.7 5410/1.84 519,000/2.35

4100-7510' 7 32 HCN-80 LTC 9060/2.11 10400/1.35 738,000/2.4



Set ± 15' TVD below top of Cane Creek. Tension safety factor calculated using air. Bending stresses
considered using 20°/100' dog leg severity. Collapse design based on 10 ppg emw gradientfrom 0 - 4100'
with casing evacuated. From 4100' to 7395' TVD/7510' MD, collapse design based on 1.04 psi/ft with
casing evacuated. Collapse resistance is de-rated for bi-axial stresses. Burst design based on maximum
surface pressureequal to a pore pressureof 18.0 ppg emw less an oil gradientof 0.355 psi/ft. The packer
fluid density and burst backup fluid density are assumed to be equal. Pressure test to 5000 psi or 55% of
casing burst before drilling out of shoe.
PRODUCTION LINER:

7410'-9720' INTERVAL; 4-1/2" SIZE; 13.5 WT; N-80 GR; BTC CONN; 9020/NA BURST/SF;
10380/1.9 COLLAPSE/SF; 359,000/3.6 TENSION/SF. Release ± 100' MD above 7" casing shoe. Every
third jointwill be pre-drilledwith 3/4" diameter holes every two feet at 90° phasing. Tlyeholes will be
pluggedwith drillable aluminum plugs. Tension design based on 100,000 LB of over pull. Collapse
design based on collapse gradient of 1.0 psi/ft.
AUXILIARY EQUIPMENT:
A. A kelly cock will be kept in the string at all times.
B. A stabbing valve will be kept on the derrick floor at all times.
C. Drill pipe floats will be used while air drilling.
D. Tandem floatswill be placedabove MWD and downhole motors in the drill string when'drilling

in the Cane Creek formation.
E. A large atmospheric gasbuster rated at a minimum of 50 mmscf/day with a minimum of 8" x 150'

flare line routed to flare pit. The flare line is to be equipped with an electric igniter.
F. Two remote operated hydraulic chokes installed prior to drilling into the Cane Creek. One panel

will be located on the rig floor and the other panelon the ground.
G. Visulogger rigged up after drilling out of9-5/8" casing.
H. Top Drive to be rigged up priorto drilling out of 7" casing.

5. Cement -include the cement type, density, yield, additives and amount used in setting each casing string.

Also include the anticipated cement fill-up. If stage cementing, describe techniques:
SURFACE PIPE: Lead w/ 385 sks CL G (35:65) POZ + 6% gel + 3#/sk cello flakes, 12.6 ppg, 1.91
yield. Tail w/ 240 sks CL G + 2% CaCly, 15.8 ppg, 1.16 yield.TOC-surface.
INTERMEDIATE PIPE: Lead w/ 200 sks CL G (35:65) POZ + 6% gel + 3#/sk cello flakes, 12.6 ppg,
1.91 yield. Tail wl 240 sks CL G neat, 15.8 ppg, 1.15yield. TOC- 2600' w/ 35% excess.

PRODUCTION PIPE: Lead w/ 300 sks CL G (35:65) POZ + 6% gel + retarder + .25% cello flakes,
12.6 ppg, 1.89 yield. Tail w/ 145 sks CL G + 10% gypsum+ 3% salt + fluid loss additive + retarder.
TOC- 3750' w/ 35% excess.
Surface casing shall be cemented back to surfàce. Centralizers shall be run, at a minimum, on the bottom
three jointsof each casing string.

6. Mud Program and Circulating Medium -include mud components and weights. When air drilling, also

include: length and location of blooie line; description of the auto igniter; description of the de-duster

equilment; and amounts, types and characteristics of stand-by mud:

DEPTH (MD) WEIGHT PV YP API WL TYPE

O - 700' Air/Mist/Water

700' - 4330' Air/Mist/Water

4330' - 7510' 12 - 18 35 - 60 20 - 24 <10 Oil Based Mud

7510' - 9723' 15 - 18 45 - 60 20 - 24 <10 Oil Based Mud

Blooie linewill be to SN side of location and 130' from well. Igniter wil be solar/battery powered.
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Due to potential for contamination of usable quality water aquifers, chromates are banned from Federal
leases.

Sufficient mud materials will be stored on location to maintain well control and combat lost circulation
problems that might reasonably be expected.

7. Coring, Logging and Testing Program:
A. Drill Stem Tests - none planned.
B. Well Logging and Intervals: Induction/Sonic/CNL/Den/GR 4330' - 7395' TVD

MWD/GR will be attempted from kick off point at 7000' TVD/MT to TD at 7395' TVÐ/9723'
MD.

C. Cores: A 30' oriented core will be attempted in the Cane Creek formation at the first sign of
fractures.

D. Directional Surveys: This well as proposed will be drilled vertically to 7000' and then drilled as a
medium radius well at an azimuth of RDEG for a total displacement of 2492'. Inclination
surveys will be taken at 500' and at 1000' maximum intervals until KOP. At KOP a multi-shot
will be taken. During the angle build portion, surveys will be taken at 90' maximum intervals.
During the horizontal portion of the hole, surveys will be taken at 200' maximum intervals.

E. Samples: One sample will be taken at 10' intervals from 4000' to TVD.
F. Mud Logger: There will be a mud logger on location at 4000' (330' above intermediate pipe

depth) to TVD.

G. Completion Procedure: To be submitted on form 5 under "Approval of Subsequent Operations".
H. Where the well is completed as a dry hole or a producer, "Well Completion and Recompletion

Report and Log" (Form 3160-4) will be submitted not later than 30 days after completion of the
well or completion of operations being performed, in accordance with 43 CFR 3164. Two copies
of all logs, core descriptions, core analyses, well test data, geologic summaries, sample
description, and all other surveys or data obtained and compiled during the drilling, workover,
and/or completions operations will be filed with form 3160-4.

Initial opening of drill stem test tools will be restricted to daylight hours.

8. Abnormal Conditions, Bottom Hole Pressures and Potential Hazards - include anticipated bottomhole
pressure and/or pressure gradient. Also list anticipated lost circulation zones, abnormal temperaturezones
and possible hydrogen sulfide bearing zones: Abnormal pressure is anticipated in the Cane Creek
formation. The proposedcasing program and pressure control equipment has been designed based on the
anticipated abnormal pressures of the Cane Creek formation. Flow drilling techniques will be used to
safely control surface pressures and well fluid influxes. Pore pressuresup to 18.0 ppg are expected.
Hydrogen Sulfide is not anticipated.

9. Any Other Aspects of this Proposal that should be Addressed:
A. Construction of Locationis scheduled to start immediately after approval of APD.
B. No location will be constructed or moved, no well be plugged and no drilling or workover

equipment will be removed from the well to be placed in a suspended status without prior
approval of the AO.

C. The spud date will be reported orally to the AO within 48 hours after spudding, or on the next
- business workday if the spud occurs on a weekend.

D. Spills, blowouts, fires, leaks, accidents or any other unusual occurrences shall be promptly
reported in accordance with the requirements of NTL-3A or its revisions.

E. If a replacement rig is contemplated for completion operations, a "Sundry Notice" to that effect
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will be filed, for prior approval of the AO, and all conditions of this approved plan are applicable

during all operations conducted with the replacement rig.
F. Should the well be successfully completed for production, the AO will be notified when the well

is placed in a production status. Notification will be made no later than five days following the
dateon which the well is placed on production.

G. Venting/flaringof gas during initial well evaluation tests will not exceed a period of thirty daysor
the production of 50 MMCF/day of gas, whíchever occurs first. An application will be filed with
the District Engineer and approval received, for any venting or flaring beyond the initial 30 day
authorized test period.

H. Well abandonment operations will commence only after prior approval has been received from the
AO. In the case of newly drilled dry holes or failures, and in emergency situations, oral approval
will be obtained from the AO. A "Subsequent Report of Abandonment" will be filed with the AO
within 30 daysfollowing completion of the well abandonment operations.

I. There will be no deviation from the proposed drilling and/or workover program without prior
approval of the AO. Šafedrilling and operatingpractices will be observed.

J. This well whether drilling, producing, suspended, or abandoned will be identified in accordance
with 43 CFR 3162.3-2.

B. THIRTEEN POINT SURFACE USE PLAN

The dirt contractor will be provided with an approved copy of the surface use plan of operations before
initiating construction.

1. Existing Roads:

a. Proposed route to location (submit a map depicting access and well location). See Map "A" and
"B".

b. Location of proposed well in relation to town or other reference point:
From Moab, 11 miles N on Hwy. 191, left on SR 313 for 13.5 miles, left on SR 313 for 3.1

miles, right on Federal #l9-1A well road for .3 miles, straight on 2 track existing road for .7 miles
to location on left side of road.

c. Contact the County Road Department for use of county roads.

d. Plans for improvement and/or maintenance of existing roads: Improvement of 2 track from
Federal #19-1A well road to location as needed to support trucks during drilling operations.

e. Other: For productionoperations, surface of existing 2 track road will be upgraded as per BLM's
Surface Operating Standards for Oil and Gas Exploration and Development.

2. Planned Access Roads:

a. Location (centerline): No access road is needed since location is alongside existing 2 track road.

b. Length of new access to be constructed: N/A

c. Length of existing roads to be upgraded: .7 miles

d. Maximum totaldisturbed width: 35 feet
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e. Maximum travelsurface width: 21 feet (except for turnouts)

f. Maximum grades: N/A

g. Turnouts: As needed on existing 2 track. 1 or 2 anticipated - total width of road approximately
35' x 150' therefore, approximately 15' x 150' new disturbance per turn out - total length of new
disturbance approximately 350' or .06 mile.

h. Surface materials: Native soils during drilling. During production, as per BLM's Surface
Operating Standards for Oil and Gas Exploration and Development

i. Drainage (crowning, ditching, culverts, etc.): Flat bladed for drilling operations. Crowned &
ditched for production as per BLM's Surface Operating Standards for Oil and Gas Exploration and
Development. Culverts will be installed at all drainages where needed.

j. Cattle guards: None

k. Length of new and/or existing roads which lie outside the lease or unit boundary for which a BLM
right-of-way is required: None

1. Other:

Surince disturbance and vehicular travel will be limited to the approved location and access road. Any
additional area needed must be approved by the Area Manager in advance.

If at any time the facilities located on public lands authorized by the terms of the lease are no longer
included in the lease (due to a contraction in the unit or other lease or unit boundary change) the BLM will
process a change in authorization to the appropriate statute. The authorization will be subject to
appropriate rental, or other financial obligations determined by the authorized officer.

If the well is productive, the access road will be rehabilitated or brought to Resource (Class III) Road
Standards within 60 days of dismantling the rig. If upgraded, the access road must be maintained at these
standards until the well is properly abandoned. If this time frame cannot be met, the Area Manager will be
notified so that temporary drainage control can be installed along the access road.

3. Location of Existing Wells -on a map, show the location of all water, injection, disposal, producing and
drilling wells within a one mile radius of the proposed well, and describe the status of each Aviara's Kane
Springs Federal #19-lA is currently producing oil from the Cane Creek formation. Tonopah (Pure Oil)
Hobson-Federal #1 was drilled and abandoned. See map "B" for location of wells.

4. Location of Production Facilities:

a. On-site facilities: If well is productive,new on-well pad facilities and lines will be submitted as
"as built" under the following guidelines. Facilities will be placed in cut as much as possible. All
internal combustion engines associated w/ productionfacilities will be equipped w/ noise reducing
mufflers. Fire preventionand suppression requirements for operations on Federal lands will be
followed as per BLM guidelines.

b. Off-site facilities: Production equipment may be placedon the Federal #19-1A well's
existing pad if a flow line to this site is approved by Aviara's management, and the BLM.
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c. Pipelines: No permanent above ground pipelines will be installed between the wellhead and

treateror between the treater and flare pit. If approved by Aviara's management and the BLM, a
flowline may be installed to the 19-lA well's existing productionfacilities area.

All permanent (in place for six months or longer) structures constructed or installed (including oil well
pump jacks)will be painted a flat, non-reflective color to match the standard environmental colors, as
determined by the Rocky Mountain Five-State Interagency Committee. All facilities will be painted within
six months of installation. Facilities required by comply with the Occupational Safety and Health Act
(OSHA) may be excluded. Colors will be as follows: Match surrounding rocks, soils, vegetation.

All site security guidelines identified in 43 CFR ô 3162.7-5 and Onshore Oil and Gas Order No. 3 shall be
followed.

If a gas meter run is constructed, it will be located on lease within 500 feet of the wellhead. The gas
flowline will be buried from the separation equipment to the meter and will be buried downstream of the
meter until it leaves the pad. Meter runs will be housed and/or fenced. The gas meter shall be calibrated
prior to first sales and shall be calibrated quarterly thereafter. All gas production and measurement shall
comply with the provisions of 43 CFR ô 3162.7-3, Onshore Oil and Gas Order No. 5, and American Gas
Association (AGA) Report No. 3.

If a tank battery is constructed on this lease, it will be surrounded by a berm of sufficient capacity to
contain the storage capacity of the largest tank and 1 day's production. All loading lines and valves will be
placed inside the berm surrounding the tank battery. All oil production and measurement shall conform to
the provisions of 43 CFR ô 3162.7-3 and Onshore Oil and Gas Order No. 4.

Production facilities on location may include a lined or unlined produced water pit as specified in Onshore
Order No. 7. If water is produced from the well, an Onshore Order No. 7 application must be submitted.

5. Location and Type of Water Supply:

All water needed for drilling purposes will be obtained from (describe location and/or show on a map):
City of Moab

A temporary water use permit for this operation will be obtained from the Utah State Engineer in Price,
Utah at (801) 637-1303.

Water obtained on private land, or land administered by another agency, will require approval from the
owner or agency for use of the land.

6. Source of Construction Material:

Pad construction material will be obtained from (if the source is Federally owned, show location on a
map): Native on site materials for well pad.

The use of materials under BLM jurisdictionwill conform to 43CFR ô 3610.2-3.

7. Methods of Handling Waste Disposal:

Describe the methods and locations proposed for safe containment and disposal of waste material, e.g.
cuttings, produced water, garbage, sewage, chemicals, etc.
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A. Drill cuttings will be deposited in either the blooie pit or the reserve pit. Cuttings from air drilling

will be deposited into the blooie pit. After switching to the mud system, cuttings will be deposited
into the reserve pit.

B. Drilling fluids will be confined to mud tanks and reserve pit if necessary. At rig release, mud will
be removed from location for future use.

C. While testing the well, all produced water will be contained in a storage tank or temporary
producedwater pit. If well is a producer,a saltwater storage tank will be installed with the tank
battery.

D. Sewage will be either treated on-site using an approved treatment unit or disposed of according to
county and state requirements in a portablechemical toilet or in a hole at least 15" deep excavated
in the cut portionof the well pad.

E. Portable dumpsters or "trash trailers" will be used for all trash. All trash will be hauled offsite.
F. If a fresh water flow is encountered during the air drilling operations, the water may be used for

dust control on the location and access roads, provided the followingconditions are met:
1. The BLM will be notified of our intent to use the fresh water for this purpose,
2. The chlorides content of the water will be 6060 ppm or less, which is essentially equivalent to
or less than 10,000 mg/1 total dissolved solids. Water with higher chlorides content may be used
for dust control with specific priorapproval of the BLM.
3. The water will be tested by an independent lab or mud engineer and the results of the analysis
will be providedto the BLM.

G. The reservoir pit shall be constructed so as not to leak, brake, or allow discharge. The reserve pit
will be inspected by the BLM personnelduring and after construction. If needed, the reserve pit
will be lined with a synthetic liner consisting of a bentonitelsoil mixture of 5# bentonite per square
foot, mixed to a depth of 8" as specified by the BLM. An apron consisting of 12 mil plastic liner
material will be placedunder the mud tanks. The blooie pit will be lined with a 12 mil plastic
liner or bentonite as described above, as needed.

H. After first production,producedwaste water will be confined to a lined pit or storage tank for a
period not to exceed 90 days. During the 90 day period, in accordance with NTL-2B, an
application for approval of permanent disposal method and location, along with required water
analysis, shall be submitted for the authorized officer's approval.

The reserve pit will be located: See location plat.
, and the pit walls will be sloped at no greater

than _3_ to 1, if using bentonite line.

The reserve pit shall be located in cut material, with at least 50% of the pit volume being below original
ground level. Three sides of the reserve pit will be fenced before drilling starts. The fourth side will be
fenced as soon as drilling is completed, and shall remain until the pit is dry. As soon as the reserve pit has
dried, all areas not needed for production will be rehabilitated.

8. Ancillary Facilities: No camp, airstrip or other facilities will be built during the drilling of this well. Up to
five trailers will be on location as temporary quartersfor rig personnelduring drilling operations.

9. Well Site Layout -depict the pit, rig, cut and fill, topsoil, etc. on a plat with a scale of at least 1"=50'.

All wells, whether drilling, producing, suspended, or abandoned, will be identified in accordance with 43
CFR ô 3162.6.

Access to the well pad will be from: See diagram

The blooie line will be located: SW side of well site.
, at least 100 feet from the well head.
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To minimize the amount of fugitive dust and spray escaping from the blooie pit, the followingblooie line
deflection method will be employed: directed into length of casing and drill cuttings deflected downward.

10. Plans for Restoration of the Surface:

The top 6 inches of topsoil material will be removed from the location and stockpiled separately on:
See diagram.

Topsoil along the access road will be reserved in place adjacent to the road.

Immediately upon completion of drilling, all equipment that is not necessary for production shall be
removed.
The reserve pit and that portion of the location not needed for production will be reclaimed.

Before any dirt work to restore the location takes place, the reserve pit must be completely dry.

All road surfacing will be removed prior to the rehabilitation of roads.

Reclaimed roads will have the berms and cuts reduced and will be closed to vehicle use.

All disturbed areas will be re-contoured to replicate the natural slope.

The stockpiled topsoil will be evenly distributed over the disturbed area.

Prior to reseeding, all disturbed areas, including the access roads, will be scarified and left with a rough
surface.

Seed will be broadcast or drilled between October 1 and December 31, or at a time specified by the
BLM. If broadcast, a harrow or some other implement will be dragged over the seeded area to assure seed
coverage.

The following seed mixture will be used: (PLS) drill seeding rate
Indian rice grass 4#/Ac
Fourwing saltbush 4#/Ac
Galleta 4#/Ac
Sand dropseed l#/Ac

Increase 50% if broadcast

The abaildonment marker will be one of the following, as specified by BLM:
1) at least four feet above ground level,
2) at restored ground level, or
3) below ground level.
In any case the marker shall be inscribed with the following: operator name, lease number, well name and
surveyed description (township, range, section and either quarter-quarter or footages).

Additional requirements: None

11. Surface and Mineral Ownership: Fed/Fed

12. Other Information:



a. Archeologica cerns: Four Corners Archeology will com Class III inventory
The operator is responsible for informing all persons in the area who are associated with this project that
they will be subject to prosecution for knowingly disturbing historic or archaeological sites, or for
collecting artifacts. If historic or archaeological materials are uncovered during construction, the operator
is to immediately stop work that might further disturb such materials, and contact the authorized officer
(AO). Within five (5) working days, the AO will inform the operator as to:

- whether the materials appear eligible for the National Register of Historic Places;

- the mitigation measures the operator will likely have to undertake before the site can be used (assuming
in situ preservation is not necessary); and

- a time frame for the AO to complete an expedited review under 36 CFR ô 800.11 to confirm, through the
State Historic Preservation Officer, that the findings of the AO are correct and that mitigation is
appropriate.

If the operator wishes, at any time, to relocate activities to avoid the expense of mitigation and/or the
delays associated with this process, the AO will assume responsibility for whatever recordation and
stabilization of the exposed materials may be required. Otherwise, the operator will be responsible for
mitigation costs. The AO will provide technical and procedural guidelines for the conduct of mitigation.
Upon verification from the AO that the required mitigation has been completed, the operator will then be
allowed to resume construction.

b. Threatened and Endangered Species Concerns: None identified by BLM

c. Wildlife Seasonal Restrictions (yes/no): None identified by BLM. No lease stipulations.

d. Off Location Geophysical Testing: None

e. Drainage crossings that require additional State or Federal approval: None

f. Other: Well site orientation and VRM concerns discussed with BLM on 11/5/97.

13. Lessee's or Operator's Representative and Certification

Representative:

Name: Donnie Worthington

Title: Environmental/Safety/Regulatory Manager

Address: P.O. Box 1350
Houston, TX 77251-1350

Phone No. (713) 871-3445

Certification:

I hereby certify that I, or persons under my direct supervision, have inspected the proposed drill site and
access route; that I am familiar with the conditions which currently exist; that the statements make in this
APD package are, to the best of my knowledge, true and correct; and that the work associated with the
operations proposed herein will be performedby Aviara Energy Corporation and its contractors and
subcontractors in conformity with this APD package and the terms and conditions under which it is
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approved. I also certify responsibility for the operations conducted on that portion of the leased lands
associated with this application, with bond coverage being providedunder BLM bond no. 158798586.
This statement is subject to the provisions of 18 U.S.C. 8 1001 for the filing of a false statement.

Signature

Staff Petroleum Engineer 12-16-1997
Title Date
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C. REQUIRED APPROVALS, REPORTS AND NOTIFICATIONS

Building Location- Contact the Resource Area, Natural Resource Protection Specialist at least48
hours prior to commencing construction of location.

Spud- The spud date will be reported to the Resource Area Office 24 hoursprior to spudding.
Written notification in the form of a Sundry Notice (Form 3160-5) will be submitted to the
District Office within 24 hours after spudding, regardless of whether spud was made with a dry
hole digger or big rig.

Daily Drilling Reports- Daily drilling reports shall detail the progress and status of the well and
shall be submitted to the District Office on a weekly basis.

Monthly Reports of Operations- In accordance with Onshore Oil and Gas Order No. 1, this well
shall be reported on Minerals Management Service (MMS) Form 3160, "Monthly Report of
Operations," starting the month in which operations commence and continuing each month until
the well is physically pluggedand abandoned. This report will be filed directly with MMS.

Sundry Notices- There will be no deviation from the proposed drilling and/or workover program
without prior approval. "Sundry Notices and Reports on Wells" (Form 3160-5) will be filed for
approval for all changes of plans and other operations in accordance with 43 CFR S 3162.3-2.
Safe drilling and operating practices must be observed.

Drilling Suspensions- Operations authorized by this permit shall not be suspended for more than
30 days without prior approval of the Authorized Officer. All conditions of this approval shall be
applicable during any operations conducted with a replacement rig.

Undesirable Events- Spills, blowouts, fires, leaks, accidents, or any other unusual occurrences
shall be immediately reported to the Resource Area in accordance with requirements of NTL-3A.

Cultural Resources- If cultural resources are discovered during construction, work that might
disturb the resources is to stop, and the Area Manager is to be notified.

First Production- Should the well be successfully completed for production, the District Office
will be notified when the well is placed in producing status. Such notification may be made by
phone, but must be followed by a sundry notice or letter not later than five (5) business days
following the date on which the well is placed into production.

A first productionconference will be scheduled as soon as the productivity of the well is apparent.
This conference should be coordinated through the Resource Area Office. The Resource Area
Office shall be notified prior to the first sale.
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Well Completion Report- Whether the well is completed as a dry hole or as a producer, "Well
Completion and Recompletion Report and Log" (Form 3160-4) will be submitted to the District
Office not later than thirty (30) days after completion of the well or after completion of operations
being performed, in accordance with 43 CFR ô 3162.4-1. Two copies of all logs, core
descriptions, core analyses, well test data, geologic summaries, sample description, and all other
surveys or data obtained and compiled during the drilling, workover, and/or completion
operations, will be filed with Form 3160-4. When requested, samples (cuttings and/or samples)
will be submitted to the District Office.

Venting/Flaring of Gas- Gas produced from this well may not be vented/flared beyond an initial,
authorized test period of 30 days or 50 MMcf, whichever first occurs, without the prior, written
approval of the District Office. Should gas be vented or flared without approval beyond the
authorized test period, the well may be orderedshut-in until the gas can be captured or approval to
continue the venting/flaring as uneconomical is granted. In such case, compensation to the lessor
shall be required for that portion of the gas that is vented/flared without approval and which is
determined to have been avoidably lost.

Produced Water- Produced waste water maybe confined to an unlined pit for a period not to
exceed 90 days after initial production. During the 90 day period, an application for approval of a
permanent disposal method and location, along a water analysis, if required, will be submitted to
the District Office for approval pursuant Onshore Oil and Gas Order No. 7.

Off-Lease Measurement, Storage, Commingling- Prior approval must be obtainedfromthe
District Office for off-lease measurement, off-lease storage and/or commingling (either down-hole
or at the surface).

Plugging and Abandonment- If the well is completed as a dry hole, plugging instructions must be
obtained from the District Office priorto initiating plugging operations.

A "Subsequent Report of Abandonment" (Form 3160-5) will be filed with the District Office,
within thirty (30) days following plugging and abandonment of the well. This report will indicate
where plugs were placed and the current status of surface restoration. Upon completion of
approved plugging, a regulation marker will be erected in accordance with 43 CFR ô 3162.6.
Final abandonment will not be approved until the surface reclamation work required by the
approved APD or approved abandonment notice has been completed to the satisfaction of the
Area Manager or his representative, or the appropriate surface managing agency.
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TABLE 1

NOTIFICATIONS

Notify of the Resource Area, at for the following:

2 days prior to commencement of dirt work, construction or reclamation;

1 day prior to spudding;

50 feet prior to reaching surface and intermediate casing depths;

3 hours prior to testing BOPE;

12 hours prior to reaching kickoff point depth (if applicable).

If the person at the above number cannot be reached, notify the Moab District Office at (801) 259-
6111. If unsuccessful, notify one of the people listed below.

Well abandonment operations require 24 hour advance notice and prior approval. In the case of
newly drilled dry holes, verbal approval can be obtained by calling the Moab District Office,
Branch of Fluid Minerals at (801) 259-6111. If approval is needed after work hours, you may
contact the following:

Eric Jones, Petroleum Engineer Office: (801) 259-6I11
Home: (801) 259-2214
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TYPICAOLF-FS

0
VEt OR PE ST'

COMPONENTSPECIFICATIONS

1. Screwed or flanged plug or gate valves - 2" minimum nominal dia. - same working

pressure as "A" section.
2. Tee with tapped bullplug, needle valve, and pressure gauoe.
3. Flanged plug or gate valve - 2" minimum nominal dia. - same working pressure as

BOP stack. Second valve up stream may be hydraulically controlled,

4. Flanged flapper type check valve - 2" minirnum nominal dia. - same working pres-
sure as BOP stack.

5. Drilling spool of sufficient height to allow stripping with 2 flanged side outlets - 3"
choke and 2" kill line minimum nominal dia. (See Table 11-4 and Note D.)

6. Flanged hydraulically controlled gate valve - 3" minimum nominal dia. - same work-
ing pressure as BOP stack. (See Note D.)

7. Flanged plug or gate valve - 3" minimum nominal dia. - same working pressure as
BOP stack.

8. Top of annular preventer must be equipped with an API flange ring gasket. All flange
studs must be in place or holes filled in with screw type plugs.

9. The 1.D.of the bell nipple must not be less than the minimurn I.D. of the BOP stack.

10. Flanged plug or gate valve - 2" minimum nominal dia. - same working pressure as
"B" section.

NOTE:

The choke line between the drilling spool and choke manifold should not contain any
bend or turn in the pipe body. Any bend or turn required should be made with a
running tee with a blind flange or welded bullplug. All connections should be flanged
or welded. All fabrications requiring welding must be done by a certified welder.
Welds should be stress relieved when required.

. Plug valves should be equivalent to the Howco Lo-Torc and gate valves equivalent
to the Cameron Type



Register / VoL53. No. 2.13 / Fridey, No r it. 1986 / Rules and Re lations .

MOTELw *(maTED VAt.vt

SECA.(NCE OPit0••&L

AD.USTABL
CHOKE A' - .

SM CHOKE MANIFOLD EdUIPMENT -- CONFIGURATION MAY VARY
Although not required fx ony of the choka monifold systems, buffer tenks cre
sometimes ins‡oßed downstreom of the choke essemblies for int purpose of

.
• monifolding the bleed lines together. When buffer tonks ore employed, voires

shoH be instelled upstroom to isolote o lodure or molfunction without inte<-
.ruoling flow control. Though not sh0wn on 2M, 3M,!ÔM, of lŠM drOwings,
it would otso be opplicoble to those setuotions.

IFR Doc. Fuad U- 4 a 45 am) -

asunse ccm om.es4:



HIBlT C-3
BLOWOUT ENTORSCHEMATIC

AVIARAENERGY CORPORAT10N
WELL : KANESPRINGS FEDERALUNIT$1239#T-1

FIELD : KANESPRINGS
RIG : TOBE DETERMINED
COUNTY : GRANDCOUNTYUTAH STATE: UTAH
OPERATION:DRILLINGOUTBELOW7" CSG

SIZE PRESSURL DESCRIPTION

A 13-5/8" 3,000# Rotating Head ¡
1 I B 13-5/8" 5,000# Annular

C 13-5/8' 5,000# 3-1/7 Pipe Rams i

R D 13-5/8" 5,000# Blind Rarns

E 13-6/8" 5,000# Orilhng Spool (Oct'

F 13-5/8" 5,000# 3-1/2" Pipe Rams i

G 13-5/8" 5,000# 3-1/2" Pipe Rams

H 11" 5M x 13-5/8" SMDSA

i 13-5/8" 3M x 11" 5M Csg Spool "B"
8

J 13-5/8" 3,000# Bradenhead

Test Schedule

5,000# BOP, &Choke Manifold

5,000# T' Csg 55¾ of sura

3,500# Annular ~

C 2,000# Rotating Head wi Test Cap
Function Tott EveryDay vah Remo.e

Unit;Test
a Minimumof Every14 Days (Exceptions
MustBe Approved By Avera Supervisot

KL.M N g p g

G

H
SIZE PRESSURI DESCRIPTION

K T 5,000# Killi.ine

L 2" 5,000# CheckValve

M 2" 5,000# Gate Valve

N 2" 5,000# Gate Valve

O 4" 5.000# Gate Valve

P 4" 5,000# HCR Valve

O 4" 5,000# Choke Line

R 4" 2.000# Orbit



WORKSHEET
APPLICATION FOR PERMIT TO DRILL

APD RECEIVED: 12/17/97 API NO. ASSIGNED: 43-019-31365

WELL NAME: KANE SPRINGS 30-1
OPERATOR: AVIARA ENERGY CORP. (N5500)

PROPOSED LOCATION: INSPECT LOCATION BY: / /
NWNW 30 - T26S - R20E
SURFACE: 0330-FNL-1035-FWL TECH REVIEW Initials Date
BOTTOM: 0980-FSL-1085-EFB FE1.
GRAND COUNTY #ôWLSESE s<cz4 TzbS, ÂÍîË Engineering
UNDESIGNATED FIELD (002)

Geology
LEASE TYPE: FED
LEASE NUMBER: U - 46697 Surface

PROPOSED PRODUCING FORMATION: CNCR

RECEIVED AND/OR REVIEWED: LOCATION AND SITING:
O

Plat / R649-2-3. Unit: AIM
Bond: Federal DP State[] Fee[]

(Number /5RN 95 KÁ ) R649-3-2. General.
Potash (Y/N)
Oil shale (Y/N) R649-3-3. Exception.
Water permit

(Number art/ oE monA ) Drilling Unit.
RDCC Review (Y/N) Board Cause no:

(Date: ) Date:

COMMENTS: Ogg

STI PULATIONS :
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OPERATOR: AVIARA ENERGY CORP. (N5500)

FIELD: UNDESIGNATED (002)

SEC. TWP. RNG.: SEC. 30, T26S, R20E

DIVISION OF OIL, GAS & MININ COUNTY: GRAND UAC: R649-2-3 KANESPRINGS UNIT

BIG FLAT FIELD

ARK ROAD FIELD
BOTTOM acLE 30-

XXXXX

XXXX

XXXXX

KANE SPRINGS UNIT

XXXXX

Grand

San Juan

i

DATE
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A '%, United States Department of the Interior
. BUREAU OF LAND MANAGEMENT

Moab District
82 East Dogwood Avenue

Moak UtaLBA532-
1790

(UT-062)

FEB2 6 1998
Dear Reader:

Attached is a copy of a proposed action for an environrnental assessment (EA)being

prepared by the BLMMoab District. EA UT-062-98-054will analyze the impacts of drilling five

oil and gas wells in the Jug Rock, The Knoll, Big Flat, and Dee Pass areas of Grand County,

Utah.

The proposed action is available for a 30-day public comment period. Comments must be

submitted in writing by 4:30 p.m. on March 27, 1998 to be considered. Thank you for your

participation.

Sincerely yours,

Assistant DistrictManager
Resource Management

Enclosure
1. EA #



O O

Proposed Actionfor EA # UT-062-98-054; Feb. 26, 1998

INTRODUCTION

The GrandResource Area Resource Management Plan (RMP)was approvedin June 1985. The
RMP selected Alternative C from the 1983 Environmental impact Staternent (EIS) prepared for
the RMP. Alternative C analyzed the cumulative impacts of drilling 145 wells annuallythroughout
the GrandResource Area (RMP, Appendix A, page A-11). In December 1988, the RMP Oiland
Gas Supplemental Environmental Assessment (EA), EA# UT-060-89-025,was approved. The
EA incorporated the Supplemental Program Guidance from Bureau of Land Management (BLM)
Manual 1624.2 that was adopted in 1986. The Supplemental Program Guidance included the
preparation of a Reasonably Foreseeable Development (RFD) based on historic drilling,current
market trends, and industry forecasts. The RFD for EA# UT-060-89-025 projected or estimated
10 wells would be drilled within the Paradox Fold and Fault Belt between 1989 and 1995.

InJune 1993, with the drillingof the Kane Springs 20-1 well, ten well sites had been constructed
and nine wells had been drilled. When Applications for Permit to Drill (APDs) were submitted on
Federal oiland gas leases after the drilling of the 20-1 well,the Grand Resource Area notifiedthe
operator that processingof the APD would be delayed: "anyadditionalwells withinthe greater
Big Flat area will be postponed until an EIS is prepared to address impacts from full field
development." BLM further advised operators that future APDs could"conceivably result in the
drillingof an 11th well in this area, putting us beyond the cumulative well threshold." However,
BLM has always held that the ten well threshold could be exceeded to obtain information
necessary to prepare a field development EIS. A list of pending APDs appears later in this
document.

There are currently 5 producing wells within the Paradox Fold and Fault Belt of the Grand
Resource Area that have been drilled since 1988. Four of these wells are within the Kane
Springs Unit operated by Aviara Energy Corporation (formerly operated by Columbia Gas
Development), the fifth is a non-unit well operated by Coastal within the unit boundary:

Kane Springs Unit 19-1 A, T. 26 S., R. 20 E., section 19;
Kane Springs Unit 27-1, T. 25 S., R. 19 E., section 27;
Kane Springs Unit 34-1, T. 25 S., R. 19 E., section 34;
Kane Springs Unit 10-1, T. 25 S., R. 18 E., section 10;
Coastal 16-1, T. 25 S., R. 18 E., section 16 (State Lease).

There are 3 wells that have been drilled and temporarilyabandoned since 1988:

Kane Springs Unit 28-1, T. 25 S., R. 19 E., section 28;
Kane Springs Unit 20-1, T. 26 S., R. 19 E., section 20;
Central Resources (drilled by Giant) Hatch Point #1, T. 29 S., R. 21 E., section 14.

There have been 2 wells drilled, plugged, and reclaimed since 1988:

Chevron1-36, T. 27 S., R. 20 E., section 36 (State Lease);
BurlingtonResources 22-33H, T. 27 S., R. 21 E., section
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One well site was constructed,not drilled, and reclaimed:

Exxon (constructed by Meridian) 33-4H, T. 26 S., R. 19 E., section 4.

Prior to 1997, Moab Districthad 8 APDs pending in the Paradox Fold and Fault Belt. None of
those APDs were proposed in areas that would provide new geologic information to help
determine the actual extent or boundaries of the Paradox Fold and Fault Belt, and the Moab BLM
Officedid not consider any of these proposed wells to be "rankwildcatwells", (i.e. wells located
over one mile from any previous drilling outside of the Big Flat area). None of those APDs were
processed, and several suspensions of lease operations and production were granted.

Between 1993 and 1997, BLMtried to determine the extent of the oil and gas resources that
could be developed within the Paradox Fold and Fault Belt in order to delineate an area to
analyze in a National EnvironmentalPolicyAct (NEPA) document for fullfield development. The
wells that had been drilledsince 1988 were located withinthe areas categorized in the RFD as
having high and moderate potential for the occurrence of oiland gas, but it was not possible to
delineate any specific areas for future development. The Paradox Fold and Fault Belt covers
approximately1/2 of the Grand Resource Area, and the drillinghad been spread over 1/3 or more
of the Paradox Fold and Fault Belt. It is not feasible to analyze full field development over an
area of 250,000 to 500,000 acres, and further efforts for analyzing full field development have
been postponed by BLM.

Early drillingsuccess made Columbia Gas Development and other area lessees confident that
the area would progress into development rather quickly. They advised BLMthat they planned
on preparing a field development EIS. At the time it appeared that ten wells would provide
adequate explorationof the play. However, unexpected dry holes and inabilityto reduce drilling
costs caused them to reconsider. Faced with geology and drillingconditions that were more
complicated than originallythought, they concluded that development of the play was still in
question, and it would be premature to invest in a field development EIS without more exploratory
information.

ColumbiaGas Developmentnever concurred with BLM'sdeterminationthat the Kane Springs Unit
had entered a stage of full field developmerit. When BLM rescinded the APD for the Kane
Springs Unit 36-1 Well, based on BLM's determination that the Kane Springs Unit was entering
a stage of full-field development; Columbia requested a State Director Review. Columbia
maintained that the geologic and reservoir data indicated that drillingwithinthe Kane Creek Unit
was exploratory,not developmental. The State Directorremanded the case back to Moab District
on August 27, 1993, and directed Moab Districtto analyzeadditionalgeologic and reservoir data
to determine if the wellwas exploratory or developmental. Although Columbia did not proceed
with the drillingof the 36-1 Well based on business considerations, they maintained that geologic
and reservoir data indicated that the 36-1 Well was exploratory, not developmental.

During May 1997, Aviara Energy Corporation (formerly Columbia Gas Development) met with
BLMpersonnel in the Moab Officeand presented informationindicating that all of their producing
wells were located in separate reservoirs, and that additional drilling adjacent to their producing
wells was stillexploratory,rather than developmental. Productionhistories and interference tests
from the horizontal wells drilled during the 1990's confirmthat no two of the existing wells are
producing from the same reservoir.
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The geologic target in this area is the Cane Creek zone of the Paradox Formation. The Cane
Creek is a fractured shale, with oil accumulatingin the fractures. Wells that intercept these
fractures tend to produce very wellwhereas wells that do not intercept fractures do not produce.
Available information indicates that these fracture systems are not interconnected over large
distances, and to date, each producing well is in its own isolated fracture system. The fractures
tend to be nearly vertical, so horizontal drilling is employed to dramatically increase the chances
of intercepting a fracture. Because the target is not simplya geologic horizon, but rather, isolated
fracture systems within a geologic horizon, exploration of the Cane Creek is particularly
challenging. In addition to the physical data derived from drilling, the proposed wells are
designed to contribute to the understanding of the influence of tectonic features on the fracture
systems and the effectiveness of geophysical data interpretation in predicting fracture system
occurrence and orientation. Such information will allowgeologists to utilize existing data to more
accurately map the target.

While lessees, operators and the BLMhad several years to interpret data obtained in the early
1990's and the successful horizontal wells established a production history, we are still unable
to define a reasonable scenario for future development to be carried forward in a NEPA
document. Based on current information,any RFD or NEPAanalysis prepared at this time would
be short-sighted. Prior to initiating an amendment to the RMP (including new RFD, NEPA
document), itwould be beneficialto gather additionalgeologic data on the limitsof the Paradox
Fold and Fault Belt or on the existing producing reservoirs. Without additional information on the
extent of the producible reservoirs or the parameters of the existing reservoirs; a NEPA analysis
at this time would have to be of broad scope, would not be prepared on the actual potential for
field developments, and would not have specific locations where wells or fields would be
developed.

In summary, (1) the productionhistories from the horizontalwells do not supportthe concept that
the 5 producing wells in the Big Flat - Bartlett Flat areas of the Kane Springs Unit have entered
a stage of field development, and (2) BLM's 1993 assumptionthat the drillingin the Big Flat -

Bartlett Flat areas of the Kane Springs Unithad reached a stage of full field development was not
accurate. If BLMinitiated the preparation of NEPA documentation, either an EA or EIS, for full
field development at this time;there would not be enough geologic data to focus the analysison
site specific areas for full field development, and the analysis would be over a broad area
encompassing over half a millionacres within the Paradox Fold and Fault Belt of the Grand
Resource Area. In order to develop a new RFD to focus the scope of future development,
additionalgeologic information would be required. Based on this information, BLM reconsidered
options for approving additionalexploratory drilling to help collect geologic data on the extent of
the oiland gas reserves within the Paradox Fold and Fault Belt and the parameters of the existing
oil reservoirs which may be more isolated than originallyassumed.

Followingtheirmeeting with BLMin May 1997, Aviara Energy Corporation located three potential
well sites within the Kane Creek Unitthat could be drilled to provide additional information that
would be useful to test geologic theories and to confirm reservoir occurrence or reservoir
production parameters. Aviara personnel worked with the BLMto select potential well sites that
would reduce new surface disturbances and visual impacts.
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On November 21, 1997, Moab Districtmaileda letter to the operatorswithpending APDs or lease
suspensions withinthe Paradox Fold and Fault Belt. The letter notifiedoperators that BLMwas
prepared to examine additional proposalswhich would help define a reasonable scenario for
future development of the Cane Creek play or Paradox Fold and Fault Belt. BLM requested that
lessees proposing to conduct operations in the play submit those proposals for evaluation, and
the proposals would be evaluated on a case-by-case basis to determine whether the information
to be obtained willprovide specific informationas to the feasibility of developing the Cane Creek
as a producing field. The letter requested that proposals be submitted by December 31, 1997.

Aviara, Intrepid Oil and Gas, and Riata Energy, Inc. contacted BLM regarding options for
exploratorydrillingoperations that couldprovidethe types of information requested by BLM. On
December 31, 1997, the Moab BLMOfficehad pending 12 APDs withinthe Paradox Fold and
Fault Belt. BLMscreened the 12 pending APDs to determine which of them could be classified
as exploratory based on the distance from known production.

Six of the 12 APDs were for wells that could be classified as exploratory:

Riata, #5-1 Well, T. 23 S., R. 18 E., section 5;
Riata, #9-1 Well, T.,23 S., R. 18 E., section 9;
Aviara, Kane Springs Unit7-1 Well,T. 25 S., R. 19 E., section 7;
Aviara, Kane Springs Unit 11-1 Well,T. 26 S., R. 19 E., section 11;
Exxon, Shafer #1 Well, T. 27 S., R. 20 E., section 11; and
Exxon, Hatch Point #1 Well, T. 27 S., R. 21 E., section 33.

The other 6 pending APDs were considered developmental in nature due to their proximity to
producing wells:

S.W. Energy, #9-1 Well, T. 23 S., R. 17 E., section 9;
Coastal, Kane Springs Unit 21-1 Well, T. 25 S., R. 18 E., section 21;
Columbia (Aviara), Kane Springs Unit 36-1 Well, T. 25 S., R. 19 E., section 36;
Columbia (Aviara), Kane Springs Unit 18-1 Well, T. 26 S., R. 20 E., section 18;
Celsius, Largo #1 Well, T. 26 S., R. 20 E., section 15; and
Aviara, Kane Springs Unit 30-1 Well, T. 26 S., R. 20 E., section 30.

Although Exxon's Hatch Point #1 Well appeared to be exploratory, the well would be located
within 1 mile of two plugged and abandoned wells and two temporarilyabandoned wells. Based
on the geologic and production information availablefor the adjacentwells, BLMdetermined that
the Exxon Hatch Point #1 Wellwould not providethe types of informationneeded priorto revising
the RFD or the RMP and that the APDwould not be processed at this time.

The visibilityof the proposed Exxon Shafer #1 Well may be screened from Dead Horse Point
State Park; however, the wellwould be within the viewshed of AnticlineOverlook. BLMconsiders
the impacts and potential conflictsassociated with drillinga well (and potentiallydeveloping an
oil and gas field) in Shafer Basin as issues better addressed through the RMP. The potential
impacts from locatinga well anywherewithinShafer Basin would be beyond the scope of this EA,
and BLMwillpostpone the processing of the APD for the Exxon Shafer #1 Well.
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Duringthe initialgeologic screeningof the pending APDs, Aviara's Kane Springs Unit30-1 Well
was considered developmental due to its proximityto a producingwell, the Kane Springs Unit19-
1A Well. When originallystaked, by Aviara, using the existinggeophysical data, this well was
located in T. 26 S., R. 19 E., section 25 (Oiland Gas Lease UTU-67558),approximately 1/2 mile
southwest of the 30-1 Well. Oil and Gas Lease UTU-67558was issued with an oil and gas
leasing stipulation for no surface occupancy in section 25. When reviewing options for
horizontally drillingfrom adjacent locations to hit the target in section 25, Aviara considered two
sites for relocating the well. BLMchecked both of the options in the field with Aviara, and BLM
preferred the location for the 30-1 Well (section 30) over the other option in section 24 which
would have been over 1 milewest of the 30-1 Well. BLMconsiders the proposed location for the
30-1 Well as less of a visual impact than the other option which would be located closer to the
road to Canyonlands National Park. As a result of following BLM'srecommendation to reduce
potential visual impacts, Aviara moved the surface location of the 30-1 Well from an area that
would have been exploratory to an old drillsite that is closer to a producing well (19-1A Well).
The originalsubsurface target in section25 was not changed by moving the surface location of
the well into section 30. The drilling of the 30-1 would test the validity of geophysical data
interpretation which would be used in selecting well locations across the area. This type of
information would be useful prior to preparing a new RFD and RMP update, and BLMwillanalyze
the 30-1 Well in this EA.

NEED FOR THE PROPOSED ACTION

Based on the BLM's screening and review of the pending APDs, as specified in the previous
section; five APDs were selected for processing in this EA.

Aviara Energy submittedApplications for Permit to Drill(APD) three wells in the Kane Springs
Unit, on December 17, 1997:

Kane Springs Federal 7-1 Well, Oil and Gas Lease UTU-51239;
Kane Springs Federal 11-1 Well, Oiland Gas lease UTU-65972;and
Kane Springs Federal 30-1 Well, Oiland Gas Lease UTU-46697.

On October 24, 1997, Riata submitted an APD for the #9-1 Well, and on November 20, 1997,
Riata submittedan APD for the #5-1 Well:

#5-1 Well, Oil and Gas lease UTU-75891;and
#9-1 Well, Oil and Gas Lease UTU-75891.

All of the proposed wells would be located on Federal oil and gas leases with Federal surface
locations administered by the BLM.

The APD is the mechanism whereby the lesseeloperator requests approvalto exercise theirlease
rights to explore for and possibly develop Federal oil and gas resources. The drillingof the
proposed wells would determine if oil and gas reserves could be recovered at the proposed
locations.
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In addition to testingthe feasibility of producing oiland gas reserves at the proposed locations,
all five of the proposedwells would provide additional geologic and reservoir data. The drilling
of the three Aviara wells would provide additionalgeologic and reservoirdata that would help
delineate the boundaries of the Paradox Fold and Fault Belt and help define the parameters of
the oil and gas reservoirs. The Aviara wells would also test three differentgeological theoriesfor
predicting the location of reservoirs. The #5-1 and #9-1 Wells proposed by Riata would be 4
miles awayfrom the nearest production, and these wellswouldtest a new horizon. The geologic
and reservoir information is needed for establishing a new RFD and for determining the
boundaries of the productive areas within the Paradox Fold and Fault Belt.

This EA will document the impacts and mitigation for drillingthe 5 wells and will update the
cumulative impacts of drilling 5 wells within the Paradox Fold and Fault Belt of the Grand
Resource Area.

CONFORMANCEWITHLANDUSE PLAN

This proposed actionhas been determined to be in conformancewith the terms and conditions
of the Grand Resource Area Resource Management Plan(RMP),approvedJuly 1985, as required
by 43 CFR 1610.5. This is shown on page 15 of the plan and reads as follows: "tokeep public
lands open for exploration and development of mineral resources while protecting areas with
sensitive resource values."

The proposed locations for the two Riata wells, Aviara7-1 Well,and the Aviara 11-1 Well are in
areas with no special oil and gas leasing stipulationsidentifiedin the RMP (Category 1 area).
The Aviara30-1 Wellwould be located in a Category3 area withoiland gas leasing stipulations
for no surface occupancy that were developed in the RMP. However, Oil and Gas Lease UTU-
46697 at the proposed location for the 30-1 Well was issued priorto the approvalof the RMP;
and therefore, Lease UTU-46697was issued without the no surface occupancy stipulation. Oil
and Gas Lease UTU-46697 is held by production, and it is unlikelythat a new lease would be
issued in the near future.

The Supplemental Program Guidance (SPG) for fluidminerals (1624.22 C.) specify RFDs should
be projected as number of wells and fields. The RFD projections are also linked to cumulative
impacts, which are generally measured in acreage of surface disturbance for the construction of
well sites, roads, and pipelines. The 1988 RMP Oil and Gas Supplemental EA estimated an
average well would result in 6.5 acres of surface disturbance. In March of 1993, the average
surface disturbance for a well within the Paradox Fold and Fault Beltwas approximately 4 acres
(EA#UT-068-93-031).The cumulative impacts of the drillingfrom 1988 through 1993 is less than
the 65 acres estimated for 10 wells in the existing RFD for the Paradox Fold and Fault Belt. The
1988 RMP Oil and Gas Supplemental EA assumed that 50 percent of the wells would be
productive and 50 percent would be abandoned and reclaimed. The EA also assumed
revegetation would be successful within a scope of 10 years. Based on the drilling that has
occurred withinthe Paradox Fold and Fault Beltsince 1988, these assumptions from the existing
RFD would stillbe valid.
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The Potash-Confluence Habitat Management Plan (HMP) encompasses the areas of theproposed actions. The goals and objectives for the Potash-Confluence HMP have been
developed to protect and enhan.ce habitat for desert bighorn sheep, peregrine falcon, riparian
habitat, Cycladenia humilis which is an endangered plant, deer, and elk.

All of the proposed wells would be in areas grazed as part of the Big Flat - Ten Mile allotment,and an Allotment Management Plan (AMP)has been developed for the area. The implementation
of the AMP would not be affected by the proposed actions as long as the surface impacts from
the proposed actions were properly mitigated.

This environmental assessment (EA)tiers to the EnvironmentalAnalysisRecord for Proposed Oil
and Gas Leasing in the Grand Resource Area (1975), the EIS for the Grand Resource Area
Management Plan (1983),and the RMPOiland Gas Supplemental EA UT-060-89-025(December
14, 1988). EA UT-068-91-079for the Western Gas Gathering Pipeline, EA UT-068-91-080 for
the Chevron Green River Federal #1-20 ExploratoryWell, EA UT-068-91-082for the Columbia
Gas Development CorporationKane Springs Federal #10-1 and #20-1 Exploratory OilWells, andUT-068-93-031 for the Kane Springs Federal 25-19-34-1 Well provide additionalinformation on
affected environments and potential impacts from similar projects.

RELATIONSHIP TO STATUTES, REGULATIONS,OR OTHER PLANS

The exploration, development and production of Federal oil and gas leases is regulated by
43 CFR 3160, Onshore Oil and Gas Orders, and Notices to Lessees and operators (NTLs).

The proposed action is consistent with Grand County's 1979 Master Plan for Development.

The proposed action would meet the BLM'spolicy to manage energy and mineral resources on
public lands in accordancewiththe provisions of the Miningand MineralsPolicy Act of 1970 and
the Federal Land Policy an Management Act of 1976 (FLPMA). The Mining and Minerals Policy
Act of 1970 declares that it is the continuing policyof the Federal government to encourage and
facilitate private enterprise in the development of a stable domestic minerals industry and the
orderly and economic development of domestic mineral resources. FLMPAreiterates the Nation's
need for domestic sources of mineral and other resources and requires that public lands be
managed accordingly.

In keeping withthese policies, the BLMactively facilitates the development by private industry of
public land mineral resources in a manner that satisfies national and local needs and provides
for economically and environmentally sound exploration, extraction, and reclamation practices
(BLMManual Section 3000.06).

PROPOSED ACTION ANDALTERNATIVES

The proposed action would require the construction and maintenance of a well pad to drill,
produce and eventually pluglabandon an oilwell at each of the proposed locations. The Surface
Use Plans submitted with the APDs provide specifications for construction, operation, and
restoration of the well sites. The Surface Use Plans were developed during onsite inspections
of the proposed well sites. Representatives from the oilcompanies and BLM participated in the
onsite inspections.
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The Surface Use Plans for the Aviara wellsand the Riata wells are substantiallydifferent from
each other. Therefore, the informationfor the proposed action was separated into twoheadings;
Aviara Wells and Riata Wells. Maps of the proposed wells and access routes are attached in
Appendix A.

Aviara Wells

Kane Springs Federal 7-1 Well, T. 25 S., R. 19 E., section 7;
Kane Springs Federal 11-1 Well,T. 26 S., R. 19 E., section 11; and
Kane Springs Federal 30-1 Well, T. 26 S., R. 20 E., section 30.

Approximately 1.3 milesof an existing two-trackroad would be upgraded and 0.6 mile of new
road would be constructed between the Spring Canyon road (Grand County Road #140) and the
proposed location for the Kane Springs Unit 7-1 Well. The 11-1 Well would be located
approximately300 feet from State Route 313, and the proposed access would be constructed on
a previous surface disturbance. The access for the 30-1 Wellwould follow0.3 miles of the road
to the 19-1A Well, and 0.7 milesof an existing two-trackroad would be upgraded. The existing
roads and new roads would be flatbladed for the drillingoperations. Ifa wellwas completed for
production,the roads would require a road widthof 35 feet to include the travelsurface of 21 feet
wide, ditches and topsoil berms.

The construction of a drilling location and well site would involve a surface disturbance of
approximately400 feet by 400 feet. The top 6 inches of soilwould be removed and stockpiled.
A lined reserve pit would be constructed within the surface disturbance of the proposed well site.
Based on previous construction at Columbiawells, it is anticipated that the construction of a well
pad could entail some blasting of rock.

The construction of a well site would require about 10 days, and the drillingoperations would take
approximately 50 days. Well testing and completion activitiescould take another 20-30 days.

Approximately48 truckloads of equipment would be required to transportthe drillingrig to the
location. During the drilling phase, the use of 10-15 vehicles per day would be anticipated.
Trucks hauling water for drillingwould also be on the highway. One or twovehicles would travel
to the well each day during production to inspect and maintain equipment. Depending on oil
production and facilities constructed for production handling, one tanker truck would transport oil
every 1-2 weeks.

Initially,drilling of the well would utilizean airdrillingsystem, with cuttings contained in a blooie
pit. The blooie line would be misted to control dust. An oil-base drillingmud would be used to
finish the drilling. Oil-based muds have been the most successfulwhen drillinghorizontal wells,
and any alternative muds would need to meet very specific parameters for the anticipated drilling
conditions. Allfluids used during the drillingor testingof the wellwould be contained in a fenced
reserve pit. The reserve pit would be fenced on three sides during drillingoperations and the
fourth side would be fenced when the rig moves off the location. After the fluids have been
removed or evaporated, the reserve pit contentswould be stabilized, coveredwith the subsoil
stockpiled during construction of the pit, and reclaimed. Sewage would be contained in a
chemical toilet during the drillingoperations. Trash would be stored in a portable self-contained
trash cage and hauled to an approvedsanitary landfillwhen the drillingis completed.
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ifcommercialproduction is established, the productionfacilitieswould probably be located on the
well pad. An area of approximately 400 feet by 300 feet (2.75 acres) would be needed for
production operations. The majority of this area would be occupied by production facilities. It is
anticipatedthat a wirelinetruck would be on locationevery 2-3 weeks to remove paraffinfrom the
well. The entire well pad would be required during future down-hole maintenanceoperations.

It may be feasible to pipe production from the 30-1 Wellto the 19-1A Well In the event that oil
can be piped to the 19-1A battery, there may be an opportunityto utilizesome of the existing
productionfacilitiesat the 19-1A Welland to eliminatesome of the production facilitiesthat would
be located at the 30-1 Well.

The specific design and layout of a production facility would be based on the volume of
production during the well tests, cut and filllogistics at the well site, and potential visual impacts
from the equipment. The anticipated production facilities would include a tank battery, heater
treater, separator, circulation pump and flare pit. A typicaltank battery would include 3-4 tanks
(500 barrel capacity per tank) to contain oiland an additionaltank for produced water. The tank
battery and production equipment would be surrounded by a berm adequate to contain any fluids
lost during production handling or discharged in the event of a spill. The well pad (or certain
portions of the tank battery, treater, and flare pit)would probably be fenced to exclude livestock.
It is anticipatedthat a pumping unit would be needed to produce the well after 2 years of
production. Internalcombustion engines associatedwithproductionfacilitieswould be equipped
with noise reducing mufflers. All permanent production facilities would be painted a neutral non-
reflectivecolor. Ifthe well is a producer, additionalupgrading and maintenance would be needed
for drainage control on the new road. Unless pipelines were constructed to this area, oil
productionwould be hauled from the well site by tanker trucks and gas would be flared pursuant
to the guidelines in NTL-4A. Any salt water produced at the well would be hauled to an approved
disposal site unless alternate disposal methods were authorized according to Onshore Oil and
Gas Order 7.

If the well is not developed into a producingwellor when it is no longer commerciallyproductive,
the well would be plugged. Gravel would be removed fromthe areas requiringreclamation. The
well pad and access road would be recontoured, topsoil replaced, scarified, and seeded as
specified by BLM.

Riata Wells

#5-1 Well, T. 23 S., R. 18 E., section 5; and
#9-1 Well, T. 23 S., R. 18 E., section 9.

The #9-1 Well would be located approximately300 feet from a Grand County Road #138,
between the Ruby Ranch Road and the Moab Airport. The access for the #5-1 Well would follow
an existingroad that would be upgraded for approximately1.8 miles, and approximately0.3 miles
of new road would be constructed to reach the wellsite for the #5-1 Well. The existingroads and
new roads would be flatbladed for the drillingoperations. Ifa wellwas completed for production,
the roads would require a road width of 35 feet to include the travelsurface of 18-20 feet wide,
ditches and topsoilberms.
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The construction of a drilling location and well site would involve a surface disturbance of
approximately 300 feet by 175 feet. The top 6 inches of soil would be removed and stockpiled.
A reserve pit of 40 feet by 20 feet would be constructed adjacent to the proposed well site.

The construction of a wellsite would require 2-5 days, and the drillingoperations would take 5-10
20 days. Well testingand completion activitiescouldtake another 20-30 days.

During the drillingphase, there would be 3-5 vehicles drivingto the well site each day. Trucks
haulingwater for drillingwould also be using the Grand County roads. One or two vehicles would
travelto the well each day during production to inspect and maintainequipment. Depending on
oilproduction and facilities constructed for productionhandling, one tanker truckwould transport
oil every 1-2 weeks.

The Riata wells would be vertical wells; and the drillingoperations would utilize an air drilling
system. The blooie line would be misted with water to control dust, and cuttings would be
contained in a pit. Allfluids used during the drillingor testing of the well would be contained in
a fenced reserve pit. The reserve pit would be fenced on three sides during drillingoperations
and the fourth side would be fenced when the rig moves off the location. After the fluids have
been removed or evaporated, the reserve pit contents would be covered with the subsoil
stockpiled during construction of the pit, and reclaimed. Sewage would be contained in a
chemical toiletduring the drilling operations. Trash would be stored in a portable self-contained
trash cage and hauled to an approved sanitary landfillwhen the drillingis completed.

Ifcommercial production is established, the production facilities would probably be located on the
well pad. An area of approximately300 feet by 160 feet (1.1 acres) would be needed for
production operations. The majorityof this area would be occupied by production facilities. It is
anticipated that a wirelinetruck would be needed periodicallyto remove paraffin from the well.
The entire well pad may be required during future down-hole maintenance operations.

As indicated in the previous section for the Aviara wells, the specific design and layout of a
production facility would be based on the volume of production during the well tests, cut and fill
logistics at the well site, and potential visual impacts from the equipment. The anticipated
production facilities would probably include a tank battery, heater treater, separator, circulation
pump and flare pit. A typical tank battery would include 2-3 tanks (200-500 barrel capacity per
tank) to contain oil and an additional tank for produced water. The tank battery and production
equipment would be surrounded by a berm adequate to contain any fluids lost during production
handling or discharged in the event of a spill. It is anticipated that a pumping unit would be
needed to produce the well after 2 years of production. Allpermanent production facilities would
be painted a neutral non-reflective color. If the well is a producer, additionalupgrading and
maintenance would be needed for drainage controlon the new road. Oil production would be
hauled from the well site by tanker trucks and gas would be flared pursuant to the guidelines in
NTL-4A. Any salt water produced at the well would be hauled to an approved disposal site
unless alternate disposal methods were authorized accordingto Onshore Oil and Gas Order 7.

Ifthe well is not developed into a producing wellorwhen it is no longer commerciallyproductive,
the wellwould be plugged. Gravel would be removed fromthe areas requiring reclamation.The
well pad and access road would be recontoured, topsoil replaced, scarified, and seeded as
specified by BLM.
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in addition to the Surface Use Plan, the APD includes a Drilling Program that provides
specifications and mitigationfor drillingthrough potential water and hydrocarbon zones, casing
and cementingprograms, pressure control equipment, drillingfluidprograms, and well evaluation
programs. The proposed Aviarawells would be drilled and completed as horizontal wells. The
Riata wells would be drilled as vertical wells. The drillinginformationwould be reviewed by a
Geologist and Petroleum Engineer in the Moab DistrictOffice prior to the approval of the APD.
The Moab District Engineer would also provide specifications for plugging the wells.

NO ACTIONALTERNATIVE

Under the no action alternative, an APD would not be approved for the proposed location. The
existing environment would remain in its current condition, and there would be no new
environmental consequences as a result of this alternative.

The lessee has the legal rightto explore and develop oiland gas resources underlyingthe lease.
Therefore, denying all efforts to exercise these lease rights is not a viable alternative. Selection
of the no action alternative would likely result in the applicant submittinga new APD with a new
surface location. This would be treated as a new proposed action requiringadditional analysis.

ISSUE IDENTIFICATIONANDASSUMPTIONS

Based on previous public reviews and public comments received on wells in the Kane Springs
Unit,BLManticipatesthe majorityof the issues for the Kane Springs wells willbe related to visual
or recreational valves. Personnel from Aviara Energy located the Kane Springs 11-1 and 30-1
Wells on old, reclaimed drillinglocations to minimize new surface disturbances. BLM personnel
checked proposed well sites with Aviara and discussed potentialmodifications for reducing
impacts to visual resources.

The Reader can assume that potential impacts to threatened and endangered (T&E)species and
cultural resources from the proposed action would be analyzed in the EA and mitigationwould
be consistent with the Federal laws and regulations. This information would be documented in
the EA.

The EA would document the affected environment and environmental impacts to each affected
resource. At this time, it is anticipated that the EA would have specific sections for Vegetation
and Soil, Recreation, Visual Resources, Air Qualityand Noise, LivestockGrazing, W¡ldlife/T&E
Species, and Cultural Resources. Under the analysis for each resource, therewould be headings
for Affected Environment, Impacts, Mitigation,and Residual impacts for the Proposed Action and
No Action Alternatives. The cumulative impacts would be covered in a separate section of the
EA and would address all affected resources.

Appendix

Appendix A - Two Maps for Each Proposed Well
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staa of Utah
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GASAND MINING
1594 West North Temple, Suite 1210

Michael O. Leavitt PO Box 145801Governor
Ted Stewart Salt Lake City, Utah 84114-5801

Executive Director 801-538-5340

Lowell P. Braxton 801-359-3940 (Fax)
Division Director 801·538-7223 (TOD)

April 8, 1998

Aviara Energy Corporation
P.O. Box 1350
Houston, Texas 77251-1350

Re: Kane Springs 30-1 Well, 330' FNL, 1035' FWL, NW NW,
Sec. 30, T. 26 S., R. 20 E., Grand County, Utah

Gentlemen:

Pursuant to the provisions and requirements of Utah Code
Ann. 40-6-1 et seq., Utah Administrative Code R649-3-1 et seq.,
and the attached Conditions of Approval, approval to drill the
referenced well is granted.

This approval shall expire one year from the above date
unless substantial and continuous operation is underway, or a
request for extension is made.prior to the expiration date. The
API identification number assigned to this well is 43-019-31365.

Sincerely,

LJohn R. Baza
Associate Director

lwp
Enclosures
cc: Grand County Assessor

Bureau of Land Management, Moab District
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Operator: Aviara Energy Corporation

Well Name & Number: Kane Springs 30-1

API Number: 43-019-31365

Lease: U-46697

Location: NW NW Sec. 30 T. 26 S. R. 20 E.

Conditions of Approval

1. General
Compliance with the requirements of Utah Admin. R. 649-1 et
seq., the Oil and Gas Conservation General Rules, and the
applicable terms and provisions of the approved Application
for Permit to Drill.

2. Notification Requirements
Notify the Division within 24 hours following spudding the
well or commencing drilling operations. Contact Jim
Thompson at (801)538-5336.

Notify the Division prior to commencing operations to plug
and abandon the well. Contact Dan Jarvis at (801) 538-5338
or John R. Baza at (801)538-5334.

3. Reporting Requirements
All required reports, forms and submittals shall be promptly
filed with the Division, including but not limited to the
Entity Action Form (Form 6), Report of Water Encountered
During Drilling (Form 7), Weekly Progress Reports for
drilling and completion operations, and Sundry Notices and
Reports on Wells requesting approval of change of plans or
other operational actions.

4. State approval of this well does not supercede the required
federal approval which must be obtained prior to
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SUBMIT IN CATE• Form approve&

(November 1983) (Other instr a on Budget Bureau No. 1004-0116

(formerly.9-332C) U ED STATES 7""•• Expires August 31, 1985 '

DEPARTMENTOF THE INTERIOR -

BUREAU OF LAND MANAGEMENT U-46697

APPLICATIONFOR PERMITTO DRILL,DEEPEN,OR PLUG BACK "'" '^" ^"°"'"°**"'"'"*

1A. TYPE OF WORK

DRILL[D .
DEEPENO PLUG BAcK O 7. UNU AOMENENT NAMM

b, Tyrrorwar.t. Kane Springs Federal Unit
cr.t. r.r. O or...

S"s°." "=o"s'.'"'"O 6· •= ==·= **=•

2.sa..orersaaro. . Kane Springs
Aviara Energy Corporation •· *=LL No·

a. anos=..or ormaaron No. 30-1

P. 0. Box 1350, Houston,. TX 77251-1350 2o. rr==.» aan voor., en war.ocar

4. LocarsoN or wmLL (Report location clearly and in accordance with any State requirements.•) Wildcat
At marince
330' FNL & 1035' FWLSec. 30, T26S, R20E n...c..·x.....x..oans..

AND BURVET OR AREA

At proposed prod. sone

980' FSL & 1085' FEL Sec. 24, T26S,. R19E Sec. 30, T26S, R20E
14. DIRTAÑCE IN MILES AND DIRECT30N FROM NEAREST TOWN OR PORT OFFICE*

,
12. COUNTÏ Oh PARIEN 18. BTATE

17 mifes west of' Moab, UT ..

Grand Co. UT
10. orarAwcz raox raorussn°¾rf 30 ' FR S 30 26. no. or aca=. xx = a= u. no. or aca.. 2..24...

LOCATION TO WEAREËT TO THIS WEI.I. .

PRONRTY OR I.EABN I.tNE, FT. BH 1085 FEL SëE24 2556.56 580
(Also to nearest drig. unit line. i nyl

18. DISTANCE TROM PROTOBED LOCAT30N* 19. PROPOSED DEPTH 20. ROTARÌ OE CARL1C TOOI.s
TO NEAREST WEI,¼ DRU,LING. COMPI.ETED• NA 7400' TVD

.
Rotary

om Arrt.tso roa, ex Tms ExAnx, rr.

51 VATaoNs (Show whether DF, RT, GR, etc.) 22. APrnox. DATE wont war.I. szART*

5962* GR Jul y, 1998
PROPOSED CASING AND CEMENTING PROGRAM

SIZE OF ROL¾ BIZE OF CABIN ivEIGHT PIER FOOT actriNG DEPTH QUANTITT OF CEMENT

SEE ATTACHMENTS

This well is a Horizonta| Test of the Cane Creek Formation.

ECEÍlVE
JUW08 1998 0 TINú0p

0 NTL4-A
... DIV.09:0lL,GASNMINING

IN ABOVE BPACE DESCRISE PROPGRED PROORAx• If proposal is to deepen or ping back, give data on present productive sone and proposed new prodnetire

zone. If proposal is to drill or deepen directionally, give pertinent data on subsurface locatlons and measured and true vertical deptha Give blowo¤t

.,..,.,)1qr Envir., Safety & Reg .,, 1ô December 1997

(T space tate ognce

s/ Brad D Palmer .. . . As i t Field Manager, .

JUN 3 l998
D

ODN
OF APPROTAL, IV ANY

TITLE DATE

CONDU0NSOFAPPROVALATTACRED-

*SeeInstructionsOn ReverseSide
Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the
United States any false. fictitious or fraudulent statements or.reoresentations as to any matter within its



Form 3160-3 SUBMIT IN .cl.IGATE' Form approved,
oveenber 1983) (Other instruettone on Budget Bureau No. 1004-01.36

om.,,, e-a.ne> UNITED STATES rever•• side) Expires August 31, 198$
DEPARTMENTOFTHE INTERIOR - a. 2..... ........... ... ...,a ...

BUREAU OF LAND MANAGEMENT U-46697
APPh[CATION FOR PERMITTO DRILL,DEEPEN,OR PLUG BACK G. ÈW IND3AN, ALLOTTER 08 TRÉSE MANE

la. TYPE or K

DRILL19 DEEPENO PLuo BAcK O 7. UNE AtuÐEMäNT NAME

b. Trrzorwar. Kane Springs Federal Unit
wÌr.r. r.r. O ornma

NNE WUNLTH' 8. FARM OR I.EABB MAma

2. NAus or orsmAro Kane Springs
Aviara Energ Corporation •· **==· "•·

8. ADDREBE OP OPERATO No . 1
P. 0. Box 1350,¾ouston, TX 77251-1350 1Û. FIEleD AND FOOI., OR WH.DCAT

4. IßCATiON OF Wal.I. (Reporti ation clearly and in accordance with any State requirements.*) Wil dcatAt surface
330' FNL & 1035' Sec. 30, T26S, R20E n..ac..t..x..x..oansa.

AND BURVET OR ARRA
At proposed prod. sone
980' FSL & 1085' FEL c. 24, T26S, R19E Sec. 30, T26S, R20E

14. DMITANCE IN xxx,-a AND plascrzon x Naanmar TowN os roar orrick*
. 12. COUNTY ok FAxion 13. eTATE

17 miles west of' Moab, . Grand Co. UT
10. DiaTANCE faox Paërosan• 5. Œ(IA)1086 PELiec.24 16. NO. OF ACBES IN LEASE 17. NÒ, OF ACRES ABBIONEDLocATioN To NEAmmaT (U) 1085' FEL Sec.24 TO THIB Wal-L -PROPERTY OR LEABE I.INE, FT* S (IA)330'FNLSec.30 2556.56 580(Also to nearest drig. unit line, if anyt

1)10?f'FWLSec.3018. DzsTANCE raon z*noroamo LocATION* 19. Pnoroamo DarTH 20. ROTABI OR CABLE Tool,sTO NEAREST WELL, DRILI.ING. COMPLETED. DOR APFUED TOR, ON Tms IMABE, FT. 60tary

21. zz.svArtona (Show whether DF, RT, GR, etc.) 22. APPROz. DATE WORE WH.I. BTAkT*

Jul y, 1998
PROPO CASING AND CEMENTING PROGRAM

alza or Hoz.x arza or CAalNo wason PER 700T BETrzNC DErrH QUANTITY 07 CEMENT

SEE ATTACHMENTS

IN ABOVE SPACE DESCEIBE PROPOBED PaooaAM : It proposal is to deepen or ping back, give data on pre productive some and proposed new productivezone. If proposal is to drill or deepen directionally, give pertinent data on subsurface locations and sured and true vertical depths. Give blowout
preventer program, if any.

,Mgr; Envir., Safety & R ,,,, 16 December 1997
( s space edeË o te o!Bee

PTMITTW APPROVIT TMTV

APPROVED BY TITY Y DATE
CONDEFIONS OF APPROVAL. Er ANY :

*SeeinstructionsOn ReverseSide
Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of theUnited States any in1se. fictitious or fraudulent statements or reoresentations as to any matter within its
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bottomhole WellLocationPlat
1085'

.- Sec. 24 protracted
o Sec. 24
o$ T.26 S.

R.20E. S 89 SI E 79.66 chains

T.26 S.
T.19E. 1035°

hoe

NORTH
ooo

V - IOOO

brasscap ..

.\

\ . I
l. I I

S 89 53 E 79.74 chains record
WelLocationDescription .

o

AVIARAEner Cor oration
No.161291

KoneS rings ederol 30-1
330 FL & 1035°FWL(top hole) reog
Section 30. T.26 S.. R.20E.. SLM
72.38\N & 2.497.975 E - Utah Central.NAD27 (top hole)5962° grd. el. FromUSGSspot elevation
980 FSL & 1085 FEL (bottomhole)
Section24. T.26 3.. R.19E.. SLM
GrandCounty.UT
30 October 1997 Gerald G. Hudcleston.LS
The above is true and correct to my knowledgeand belief.

HUDDLESTONLANDSURVEYlNG- BOXKK - CORTEZ.CO - (970) 565



Aviara Energy Corporation
Kane Springs Federal 30-1
Lease U-46697
Kane Springs Unit
Location: Surface - NWINWSection 30, T26S, R20E

Bottomhole - SE/SE Section 24, T26S, R19E
Grand County, Utah

CONDITIONSOF APPROVAL

Approval of this application does not warrant or certifythat the applicant holds legal or
equitable titleto those rights in the subject lease which would entitle the applicant to conduct
operations thereon.

Be advised that Aviara Energy Corporation is considered to be the operator of the above well
and is responsible under the terms and conditions of the lease for the operations conducted
on the leased lands.

Bond coverage for this well is provided by CO 1274 (Principal - Aviara Energy Corporation)
via surety consent as provided for in 43 CFR § 3104.2.

This office will hold the aforementioned operator and bond liable until the provisions of 43
CFR § 3106.7-2 continuing responsibility are met.

This permit willbe valid for a period of one year from the date of approval. After permit
termination, a new application must be filed for approval.

All lease operations willbe conducted in full compliance with applicable regulations (43 CFR §
3100), Onshore Oil and Gas Orders, lease terms, notices to lessees, and the approved plan
of operations. The operator is fully responsible for the actions of his subcontractors. A copy
of these conditions and the approved plan willbe made available to field representatives to
insure



O O

A. DRILLINGPROGRAM

1. The requirements for air drilling, found in Onshore Oil and Gas Order No. 2,
part Ill, E (Special Drilling Operations), shall be followed.

2. Prior to drillirigout the production casing (7") shoe, the blow-out preverter stack
shall be equipped with a remote kill line that runs unobstructed to the outer edge of the
substructure. This is required by Onshore Oil and Gas Order No. 2 (part III.A.1.a.iv)
when the anticipated pressure approaches the working pressure of the stack.

3. A cement bond log, or other appropriate tool for determining the top of cement,
shall be run on the production casing



O O

B. SURFACE USE PLAN

1. No construction or drillingoperationswillbe authorized between February 1 and July
15, unless additional raptor surveys are completed prior to initiatingoperations to
identify and avoid raptor nesting sites within 1/2 mile of the proposed action. Any
peregrine falcon nesting areas identified withinthe project area willbe avoided by 1
mile. These limitations do not apply to maintenance and operation of existing wells,
and these limitations do not apply to wells where drilling was initiated between July 16
and January 31.

2. In addition to procedures identified in the APD, these requirements willbe followed
during construction and reclamation of the reserve pit:

a. The reserve pit willbe lined with bentonite unless specifications for an alternate
method of lining are approved by the authorized officer.

Bentonite will be spread to a uniformdepth over the reserve pit at an
application rate of not less than 5 pounds per square foot. No bulk bentonite
will be distributed when winds exceed 10 mph, and no sacked bentonite will be
spread when winds exceed 20 mph unless approved in writingby the
authorized officer.

After bentonite has been uniformlyapplied over the reserve pit, the bentonite
will be thoroughlymixed with the underlying soil to a depth of 4 inches.
Disking, rototilling, or a similar technique will be used to mix the bentonite with
the soil. A minimum of two passes at right angles to each other willbe made at
the full depth of mixing.

If a synthetic liner is used, liner will be designed and installed in such a manner
to assure it will not be punctured during installation or drilling operations.

b. Upon completion of drillingoperations, the reserve pit willbe de-watered.
Depending on the conditions at the time of disposal, the waste water willbe (a)
disposed of off-site at an approved disposal facility, (b) reinjected with the
appropriate Underground Injection Control Permit from the State Division of Oil,
Gas and Mining with concurrent approval by the Bureau of Land Management,
Moab District Office, or (c) allowed to evaporate.

c. The remaining reserve pit solids willbe tested prior to stabilization.At least
three samples will be taken from different areas of the pit. These samples will
be analyzed by an independent laboratory for salt properties (electrical
conductivity, sodium adsorption ratio and exchangeable sodium percentage),
heavy metal content and oil and grease content. The results of these tests will
be provided to the Moab District Officewithin 30 days of analysis.

d. The reserve pit contents willthen be mixed with fly ash, kiln dust, or bentonite
to stabilize the salt adhered to the cuttings. Quantities of the mixingagent will
be sufficientto assure the physical properties of the stabilizedpit are similar to
the physical properties of the native



e. The mixed contents willbe sampledand tested for leachability of salts and
heavy metals. There will be a minimumof 5 samples taken frorn the mixed pit
remains. The samples will come from each corner section of the pit and from
the middle. These samples willalso be analyzed by an independent laboratory.
The results of this testing willbe provided to the Moab District Office within30
days of analysis.

f. If a synthetic liner is used, the remaining liner material willbe folded over the
edges of the mixed contents of the pit.

g. The mixed pit contents will be covered by a minimum of one foot of native
subsoils. If required, a thickerapplication may be allowed to bring the top of
this cap nearly up to grade. The pit will then be allowed to set up for a
minimumof 5 days prior to additional work on the pit involving the bentonite
cap.

h. A bentonite cap will be applied to the top of the pit. The bentonite will be a
commercial grade and willbe mixed with the native subsoils at the rate of 2-4
pounds per square foot of coverage. The cap will be at least 1 foot thick in the
middle and grade to no less than 6 inches on the sides. The bentonite and
subsoil mixture willbe disked in to assure maximumeffectiveness of the
impervious cap. The cap will be crowned at the middle to allowproper
drainage. The cap willextend at least 10 feet beyond the originalpit
boundaries to allow drainage away from the pit and prevent leaching of salts
and heavy metals.

i. The bentonite cap willthen be covered with approximately 2 feet of subsoil and
topsoil. The intent is to bring the topsoiland subsoil mixture including the cap
slightlyabove grade with enough soil to allow for revegetation and compensate
for settling.

j. The Moab District Office willbe kept informed of the timetablesfor all
operations described above so that they can be witnessed.

k. Alternate closure procedures or methods using similar techniques that would
meet the BLM objectives for pit closure may be submitted for review. No
alternate pit closure techniqueswill be initiated priorto BLM review and
approval.

3. Prior to using water encountered during drillingoperations for dust control, an analysis
of the salt content, or total dissolved solids (TDS),willbe required for BLMfor review.
BLM will consider the use of water with TDS levels higher than 10,000 ppm on a case
by case basis.

4. At the end of drillingoperations and prior to reclamation of the reserve pit, the fourth
side of the pit willbe fenced and the top of the pit willbe covered with netting of one
inch or less to prevent access by



5. Prior to installing production facilities, the operator will schedule an on-site inspection
of the well site with BLM to determine the locations of the production equiprnent. The
purpose of the on-site inspection is to reduce potential visual impacts to known
observation points. Duringthe on-site inspection, the following types of mitigationwill
be discussed and implemented as needed:

a. Using equipment with neutral, non-reflective colors that blend with the
surrounding rocks or trees; and usingtwo neutral colorson an undulating or
splotched (camo) pattern. (i.e. The lower portions of the equipment could be
painted an earth-tone color and the upper portions could be painted to match
the surrounding junipers.)

b. The use of low profile production tanks (seamless tanks, not bolted tanks), Iow
profile pumpingunits, off-site production facilities, or pipelines. (Note: Based
on EA UT-062-98-054, the option for using a low profile pumping unit at the
Kane Springs 30-1 Well will be reviewed when determining the locations for
production equipment at the 30-1 Well.)

c. The location and orientation of the equipment to help reduce the height of the
facilities above the skyline and to help shield the moving components of the
production equipment from view.

d. Lowering the flare pipe, raising the pit berm, or shielding the flare from known
observation points along the highways or designated campgrounds.

6. Prior to spraying weeds on public lands, the operator willsubmit a Pesticide Use
Proposal (PUP) to BLM for review and approval of the herbicide and methods to be
used.

7. The following mixture of pure live seed (PLS) willbe seeded between October and
December, or at a time specified by the authorized officer:

Indian Ricegrass 4 Ibs/acre
Fourwing Saltbush 3 lbs/acre
Winterfat 2 lbs/acre
Scarlet qlobemallow 1 lbs/acre
Total 10 lbs

If the seed is broadcast, the above rates willbe



TABLE 1

NOTIFICATIONS

Notify Rich McClure at 435-259-2127 prior to starting dirt work, and contact Jack Johnson at
435-259-2129 for all other required notificationswhich follow:

2 days prior to commencement of dirt work, construction and reclamation;

1 day prior to spudding;

50 feet prior to reaching each casing setting depth;

upon reaching kick-off point;

3 hours prior to testing BOPE

If the people at the above number cannot be reached, notify the Moab Office at 435-259-
6111. If unsuccessful, contact one of the people listed below.

Well abandonmentoperations require 24 hour advance notice and prior approval. In the case
of newly drilled dry holes, verbal approval can be obtained by calling the Moab Office at 435-
259-6111. If approval is needed after work hours, you may contact the following:

Eric Jones, Petroleum Engineer Office: (435) 259-2117
Home: (435) 259-2214

Gary Torres, Petroleum Engineer Office: (435) 587-1524
Home: (435)



Aviara Energy
Corporation

April 7, 1999

Bureau of Land Management
Attn: Eric Jones
82 E. Dogwood
Moab, UT 84532

State of Utah
Division of Oil, Gas, & Mining
Attn: John Baza
1594 West North Temple, Suite 1210
Salt Lake City, UT 84114

Reference: Aviara Energy Corporation
Kane Springs #7-1
Kane Springs #11-1
Kane Springs #30-1
Grand County, Utah

Gentlemen:

Enclosed please find "Sundry Notices and Reports on Wells" requesting a one year
extension of the approved "Application For Permit To Drill, Deepen, or Plug Back" for
the above referenced wells.

Please contact me at 713-871-3400 should you have any questions or require additional
information. Thank you for your assistance.

Very trulyyours,

A M RG TION

rctd cati
n gulatory Coordinator ECElWE

Enclosures

docs\reg\050 Div.OFOIL,GAS&M\NING

One Riverway, P.O. Box 1350, Houston, Texas 77251-1350 Telephone (713)



F 3160-5 ED STATES FORM APPROVED
(November 1994) DEPART T OF THE INTERIOR Budget Bureau No. 1004-0135

Expires July 31, 1996BUREAU OF LAND MANAGEMENT 5. Lease Serial No.

SUNDRY NOTICES AND REPORTS ON WELLS 0 -46697

6. If Indian, Allottee or Tribe NameDonot use this form for proposals to drill or to re-enter an
abandoned well Use Form 3160-3 (APD) for such proposals.

. 7. If Unit or CA/Agreement, Name and/or No.SUBMIT IN TRIPLICATE - Other instructions on reverse side
Kane Springs Federal Unit

a
ian

s 30 -1

Aviara Energy Corporation
9. APî Well No.

3a. Address 3b. Phone No. (includeareacode) 43-019-31365
P.0. Box 1350, Houston TX 77251-1350 713-871-3400 10. Field and Pool, or Exploratory Area

4. Location of Well (Footage, Sec., T., R., Ñ., or SurveyDescription> Wi 1dcat
330' FNL& 1035' FWL, NWNW
Sec. 30, T26S, R20E 11. County or Parish, State

Grand County, UT
12. CHECK APPROPRIATE BOX(ES) TO INDICATE NATURE OF NOTICE, REPORT. OR OTHER DATA

TYPEOF SUBMISSION TYPE OF ACTION

Notice of intent Addin Deepen Production (Start/Resume) WM Shut Off

O xit.«casins O sr.«t-r- Tr--t O Reclamation Well IntegrityO ""6''"" "'" "°r O es., 4, O No Construction RmpW Okr ReQUSSt f0C
Final Abandonment Notice Change Plans Plug and Abandon Temporarily Abandon Extension of

13. Describe Proposed or Coommpleted Operation (clearly state all pertinent details, including estimated starting date of any proposed work and approximate duration thereof.If the proposal is to deepen directionally or recomplete horizontally, give subsurface locations and measured and true vertical depths of all pertinent markers and zones.Attach the Bond under which the work will be performed or provide the Bond No. on file with BLM/BIA. Required subsequent reports shall be filed within 30 daysfollowing completion of the involved operations. If the operation results in a multiple completion or recompletion in a new interval, a Form 3160-4 shall be filed oncetesting has been completed. Final Abandonment Notices shall be filed only after all requirements, including reclamation, have been completed, and the operator hasdetermined that the final site is ready for final inspection.)

Aviara Energy Corporation respectfully requests a one year extension of the
approved "Application For Permit to Drill" for the above referenced weil.
Aviara is currently evaluating the drilling program for the next year.

Approvedby the on samo
Utah Division of e: y

Og, Gas and Minmg cyu

Date: « D
BT- APR3 0 1999

14. I hereby certify that the foregoing is true and c ect TitleName (Printed/Typed)
VictoriaGuidry &T Production/RegulatoryCoordinator

Date 4/7/99
THIS SPACE FOR FEDERAL OR STATE OFFICE USE

Approved by Title Date

OSÃiiiinsÖÏapproval, if any, are attached. Approval of this notice does not warrant or Officecertify that the applicant holds legal or equitable title to those rights in the subject lease
which would entitle the applicant to conduct operations thereon.

Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the United States any false fictitious orfraudulent statements or representations as to any matter within its jurisdiction.



orm 160-5 ED $TATES FORM APPROVED
(November 1994) DEPARTMENT OF THE INTERIOR BudgeLBureau . 11 -0135

BUREAU OF LAND MANAGEMENT 5. Lease Serial No.

SUNDRYNOTICES AND REPORTS ON WEL.Ls U-46697
Û0 DOÉUse this form for proposals to drill or to re-enter Sn 6. If Indian, Allottee or Tribe Name

abandoned well. Use Form 3160-3 (APD) for such proposals.

. 7. If Unit or CA/Agreement, Name and/or No.SUBMIT IN TRIPLICATE - Other instructions on reverse side Kane Springs Federal Unit
1. Type of Well

Ð w°in O °:i, O Other 8. Well Name and No.
Kane Springs 30-12. Name of Operator

Aviara Energy Corporation
9 Ay, wen so

3a. Address 3b. Phone No. (includeareacode) 43-019-31365
P.O. Box 1350, Houston TX 77251-1350 713-871-3400 m visiaand vooi,or errioratoryare,

4. Location of Well (Footage, Sec., T., R., M., or SurwyDescription> Wi ldcat
330' FNL& 1035' FWL, NWNW
Sec. 30, T26S, R20E 11. County or Parish, State

Grand County, UT
12. CHECK APPROPRIATEBOX(ES) TO INDICATE NATUREOF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

Notice of Intent Acidize Deepen Production (Start/Resume) War Shut-OE

O ~.« cas s O eractar.or..= O a.=>-tia. O w.« ==t«sritsO Subsequent Report
Casing Repair New Construction Recomplete Other Request for

O Final Abandonment Notice Change Pim Plug and Abandon Temporarily Abandon Extension of
O c.-,... vi...... Water Disposal

13. Describe Proposed or Coonunpleted Operation (clearly state all pertinent details, including estimated starting date of any proposed work and approximate duration thereof,If the proposal is to deepen directionally or recomplete horizontally, give subsurface locations and measured and true vertical depths of all pertinent markers and zones.Attach the Bond under which the work will be performed or provide the Bond No. on file with BLM/BIA. Required subsequent reports shall be filed within 30 daysfonowing completion of the involved operations. If the operation results in a multiple completion or recompletion in a new interval, a Form 3160-4 shall be filed oncetesting has been completed. Final Abandonment Notices shall be filed only after all requirements, including reclamation, have been completed, and the operator has
determined that the final site is ready for final inspection.)

Aviara Energy Corporation respectfully requests a one year extension of the
approved "Application For Permit to Drili" for the abovereferenced well.

This well was not drilled in 1999 partially due to poor oil prices for most ;-
of the year as well as re-evaluation of newseismic and rock mechanicsdata. so , m
Evaluation of the drilling program for the next year is currently in progress gg 2anda drilling program is planned to begin towardthe end of the 2nd quarter. y cc =

ZO -aoz -

Approved by the a:o gUtah Division of coPræsmO as and Mining

14. I hereby certify that the foregoing is true and rr e Title
Name (Printed/Typed)

VictortaGuidry Production/Regulatorycoordinator
Date 4/3/00

THIS SPACE FOR FEDERAL OR STATE OFFICE USE
Approved by Title Date

Conditions of approval, if any, are attached. Approval of this notice does not warrant or Officecertify that the applicant holds legal or equitable title to those rights in the subject lease
which would entitle the applicant to conduct operations theteon.

Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the United States any false, fictitious orfraudulent statements or representations as to any matter within its jurisdiction.
(Instructions on



ENEROgy CompORATION

One Riverway, Suite 700
Houston, Texas 77056

May 19, 2000

State of Utah
Division of Oil,Gas, & Mining
Attn: Lisha Cordova

a
t4L kest NyorthTe8m4p11Suite 1210

CONFllENTIAL
Reference: Kane Springs #30-1

API Well No. 43-019-31365
Grand County, Utah

aars

nc ue th enclosed letter as an attachment to the Sundry Notice submitted on ,

2000 which requests a one year extension of the approved "Application For Permit to Drill"for the
above referenced well.

This letter will serve as a waiver to R649-3-2 (#3)of The Oil and Gas Conservation General Rules
of the Utah Division of Oil,Gas and Mining states that:

"In the absence of special orders of the Board, no portion of the horizontal interval
withinthe potentially productive formation shallbe closer than six hundred-sixty
(660) feet to a drilling or spacing unit boundary, federally unitized area boundary,
uncommitted tract withina unit, or boundary line of a lease not committed to the
drilling of such horizontal well."

Please contact me at 713-871-3400 should you have any questions or require additional
information. Thank you for your assistance with this matter.

Very trulyyours,

AVIARA ENERG ORATION

onny W orthingt n
Manager; Environmental, Safet d Regulatory Affairs

DWlVG/vjg

docs\reg\050d
DMGiCÑ F

RO.Box 1350, Houston, Texas 77251-1350 Telephone (713)



AVIARA ENERGY CORPORATION
1601 Elm Street, Suite 3400

Dallas, Texas 75201

April 25, 2000

Intrepid Oil and Gas, L.L.C.
1801 Broadway, Suite 800
Denver, CO 80202
Atto: Mr. Robert2. Jornayvaz, 111

RE: Waiver of Statewide Spacing Regulations
Kane Springs Unit Well No. 30-1
GrandCounty,Utah

Gentlemen:

You are the owner of' a working ipterest in the Cane Creek Participating Area "fl"
established únder the provisiotis of the Kane Springs Unit Agreelnent In anticipation of the
dniling of the captioned exploratory horizoittal well to test the Cane Creek formation Aviara
Energy Corporation hereby requests your waiver of objection as to the location of the wellbore.
The Utah State Oil and Gas ConservationGeneralRule R649-3-2 provides that noportion of a
horizontal wellbore shall be closer than six hundred (600') feet to a spacing unit boundary or a
federally unitized area boundary. At the proposed surfaceand bottom lyotelocations set forth
below, the Kane Springs Unit Well No 30-1 will be less than such required distance Tromthe
unitized boundaryof the Cane Creek Producing Area "B", to wit:

Section 30 126SJ20_E
Surface location: 330' FNL& 1035'FWL of Section 30
Ikittonihole locatioti: 980'FSL & 1085'FELof Section 24

We request your agreement to waive any objection to this well location by signing the
attached waÏverand returning it to this office at your cariiest opportunity Should you have any
questions, please do nothesitatéto call ine at (2,14) 880-8924.

, Y is verpoly

13ob Donohue
Landntan

Enclosure

DMOICN OF
OIL, CAS AND



FROri :P.ONICA Fp : i 871 3478 200 ,05-19 10:11Ar1 WESE P.02 03

Waiver ofObjection

1NTRElflDOll &.GAS LLC hereby waives any and affobjection and protest to the proposed
sitrínce location and bottom hoîc location of the AviaraEnergy Corporation- Kane Springs Unit
Well No. 30-1 as set forth in the letter dated April 25, 2000 attached hereto as to the proxinúty to
the CaneCreekParticipating Area "B"

INTRIWIDOIL & GAS, LL.C.

By:

Tiile:

Date:

GECElVD
t:9.Y22 2 3
DMülCN OF

----- x.---w- OIL, CAS AND



WORKSHEET
APPLICATION FOR PERMIT TO DRILL

APD RECEIVED: / / API NO. ASSIGNED: 43-019-31365

WELL NAME: KANE SPRINGS 30-1

OPERATOR: AVIARA ENERGY ( N5500 )

CONTACT: DONNY WORTHINGTON PHONE NUMBER: 713-871-3400

PROPOSED LOCATION: INSPECT LOCATN BY: / /
NWNW 30 260S 200E

SURFACE: 0330 FNL 1035 FWL Tech Review Initials Date

SESË BOTTOM: 0980 FSL 1085 FEL
Engineering

GRAND

UNDESIGNATED ( 2 ) Geology

LEASE TYPE: 1 - Federal surface

LEASE NUMBER: U-46697

SURFACE OWNER: 1 - Federal

PROPOSED FORMATION: CNCR

RECEIVED AND/OR REVIEWED: LOCATION AND SITING: ch

Plat R649-2-3. Unit

Bond: Fed [1] Ind [] Sta [] Fee [] j'R649-3-2
. General

(No. 158798586 ) ,Siting:460 From Qtr/Qtr & 920'Between Wells

Potash (Y/N)
4/ R649-3-3. Exception

,Oil Shale 190-5 (B) or 190-3 or 190-13

Water Permit Drilling Unit

(No.MUNICIPAL ) Board Cause No:

RDCC Review (Y/N) Eff Date:

(Date: Siting:

Fee Surf Agreement (Y/N) R649-3-11. Directional Drill

COMMENTS:

STIPULATIONS: ' / n



OPERATOR: AVIARA ENERGY CORP (N5500)

SEC. 24, T26S, R19E
SEC. 30, T26S, R20E

FIELD:UNDESIGNATED
COUNTY:GRAND SPAClNG: R649-3-2.6

Utah OilGas and Mining HORIZ/DRL-TEMP640'

BlG FLAT UNIT 3

T26S R19E T26S R20E

17

1 18

PARK ROAD FIELD

KANE SPRINGS UNIT

9HL 3ri-1 KANE SPRrNGS19-1

I

FtDESON 1,JSA 1
KANE
SPFINGS
Tl-1

I

LITTLE VALLEV· ED 1

BG FLAT·GOVT :

PREPARED BY: LCORDOVA
DATE:



- a a CONFllEÑllAL
onn 3160-5 UNITED STATES FORM APPROVED

(November 1999 DEPARTMENT OF THE INTERIOR "" urea . 1 -oles

BUREAU OF LAND MANAGEMENT 5. Lease Serial No.

SUNDRY NOTICES AND REPORTS ON WELLS U-4669Î
Do not use this form forproposals to drill or to re-enter an 6. If Indian, Allottee or Tribe Name

abandoned well. Use Form 3160-3 (APD) for such proposals.

7. If Unit or CA/Agreement, Name and/or No.SUBMIT IN TRIPLICATE -- Other instructions on reverse side
Kane Springs Federal Unit

1. Type of Well
Oil Ga

8. Well Name and No.Well Well Other
Kane $pf1895 30 -12. Name of Operator

Aviara EnergyCorporation
$a. Address $b. Phone No. (includearea code) 43-019-31365P.O. Box 1350, Houston TX 77251-1350 \ 713-871-3400 in vistase va 1. or esperatorya es
4. Location of Well (Footage, Sec., T., R., M., or SinwyDescription) Wi 1dcatSÂ.330' FNL& 1035' FWL, NWNW

Sec. 30, T26S, R20E f>RL G EGE S,«. g T:65 g Og ifr0PSL 106 ROL 11. County or Parish, SNM

Grand County, UT
12. CHECKAPPROPRIATEBOX(ES) TO INDICATE NATUREOF NOTICE, REPÖRT OROTHER DATA

TYPE OF SUBMISSION TYPEOF ACTION

Notice of intent Acidize Nepen Prdudion tadhug Wo M

a., casi== O sr.«-r.or.at O aci --a O -isassit,O Subsequent Report
Casing Wpa New Conmucdon &comþte Other RBQUSSt f0C

Final Abandonment Notice Change Plans Plug and Abandon Temporarily Abandon Extension of

13. Describe Proposed or Coommpleted Operation (clearly state all pertinent details, including estimated starting date of any proposed work and approximate duration thereof.If the proposal is to deepen directionally or recomplete horizontally, give subsurface locations and measured and true Vertical depths of all pertinent markers and zones.Attach the Bond under which the work will be performed or provide the Bond No. on file with BLM/BIA. Required subsequent reports shall be filed within 30 daysfollowing completion of the involved operations. If the operation results in a multiple completion or recompletion in a new interval, a Form 3160-4 shall be filed oncetesting has been completed. Final Abandonment Notices shall be filed only after all requirements, including reclamation, have been completed, and the operator hasdetermined that the final site is ready for final inspection.)

Aviara Energy Corporation respectfully requests a one year extension of the
approved 'Application For Permit to Drill" for the abovereferenced well.

A drilling programis tentativelyplanned to begin the 3rd quarter of 2001.

Approved by the RECEIVED
Utah Division of

COPym o og Oil, Gas and Mining APRO2 2001
cyn Date: A Î , DivisloN or

Sy: OIL,GAs ANDMINING

14. I hereby certify that the foregoing is true and cor Title
Name (Printed/fyped) e

VictoriaGuidry Production/RegulatoryCoordinator
oate 3/30/01

THIS SPACE FOR FEDERAL OR STATEOFFICE USE
Approved by Title Date

Conditions of approval, if any, are attached. Approval of this notice does not warrant or Officecertify that the applicant holds legal or equitable title to those rights in the subject lease
which would entitle the applicant to conduct operations thereon.

Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the United States any false, fictitious orfraudulent statements or representations as to any matter within its jurisdiction.
(Instructions



E NEROgy CORPORATION

One Riverway, Suite 700
Houston, Texas T/056

April 9, 2001

State of Utah
Division of Oil, Gas, & Mining
Attn: Lisha Cordova
1594 West North Temple, Suite 1210
Salt Lake City, UT 84114

Reference: Kane Springs #30-1
API Well No. 4¾019231365
Grand County, Utah

Dear Ms. Cordova:

Please include the enclosed letter as an attachment to the Sundry Notice submitted on March 30,
2001 which requests a one year extension of the approved "Application For Permit to Drill"for the
above referenced well.

This letter willserve as a waiver to R649-3-2 (#3)of The Oiland Gas Conservation General Rules
of the Utah Division of Oil, Gas and Mining states that:

"In the absence of special orders of the Board, no portion of the horizontal interval
within the potentially productive formation shall be closer than six hundred-sixty
(660) feet to a drilling or spacing unit boundary, federally unitized area boundary,
uncommitted tractwithin a unit, or boundary line of a lease not committed to the
drilling of such horizontal well."

Please contact me at 713-871-3400 should you have any questions or require additional
information. Thank you for your assistance with this matter.

Very trulyyours,

AVIARA ENERGY CORPORATION

Donny W orthingt n
Manager; Erivironmental, Safety And Regulatory Affairs

DWlVG/vjg RECEIVED
docs\reg\050f APRj 2 2001

DIVISION OF
OIL, GAS AND MINING

P.O.Box 1350, Houston, Texas 77251-1350 Telephone (713)



FPOM :t
flIt¯A FR TO : "13 S"'1 3CS 2000.05-19 10:10AM $‡665 P.02 03

AVIARA ENERGV CORPORATION
1601 Elm Street, Suite 3400

<Dallas,Texas 75201 e -- C

April 25, 2000 e

intrepid Oil and Gas, LL.C.
1801 Broadway, Suite 800
Denver, CO 80202
Attà: Mr. Robert P. Jornayvaz, 111

RE: Waiver of'Statewide Spacing Regulations
Kane Springs Unit Well No. 30-1
Grand County,Utah

Gentlemen:

You are the owner of a working interest in the Cane Creek Participating Area "n"
established under the provisions of the Kane Springs tJuit Agreement. In anticipation of the
drilling of the captioned exploratory horizontal well to test the Cane Creek formation, Aviara
Energy Corporation hereby requests your waiver of objection as to the location of the wellborc.
The Utah State Oil and GasConservationGeneral Rule R649-3-2 provides that no portion of a
hor¡zontal wellbore shall be closer than six hundred (600') feet to a spacing unit boundary or a
federally unitized area boundary. At the proposed surfaceand bottom hole locations set forth
below, the Kane Springs Unit Well No. 30-1 will be less than such required distancefrom the
unitized boundaryof the CaneCreekProducing Area "ß" to wit:

Section 30, T26LR2__0_E
Surfacelocation: 330' FNL& 1035'FWL of Section 30
Bottombole location: 980' FSL & 1085'FEL ofSection 24

We reque.st your agreement to waive any objection to this well location by signing the
anached waiver and returning it to this officeat your cariiest opportunity. Should you have any
qtiestions, please do not hesitate to call me at (2,14)880-8924.

, Y ts vergily

Bob Donohue
Landman

BD/ts



Waiver ofObjection

1NTREPIDOlL &.CAS, LLC hereby waives any and all objection and protest to the proposed
surface locatioriand bottom hole locatiori of the Aviara EnergyCorporation- Kane SpringsUnit
Well No. 30-1 as set forth in the letter dated April 25, 2000 attached hereto as to the proximity to
the Cane Creek Participating Area "B".

IN IRL L

Tiile: 77¢



Enemqy ComponanON

One Riverway, Suite 700
Houston, Texas 77056

April 2, 2002 RECEIVED
APRb 3 2002
DIVISIONOP

State of Utah OILGASANDMINING
Division of Oil, Gas, & Mining
Attn: Brad Hill
1594 West North Temple, Suite 1210
Salt Lake City, UT 84114

Reference: Kane Springs #7-1
Kane Springs #11-1
Kane Springs #30-1
Grand County, Utah

Dear Mr. Hill:

Enclosed please find "Sundry Notices and Reports on Wells" requesting a one year extension of
the approved "Application For Permit To Drill, Deepen, or Plug Back" for the above referenced
wells.

A drilling program is tentatively planned to begin sometime this month,April 2002. The program
calls for drilling the Kane Spring 7-1 well first, then proceeding to drill the Kane Springs 30-1, and
then the Kane Springs 11-1.

Please contact me at 713-871-3400 should you have any questions or require additional
information. Thank you for your assistance.

Very trulyyours,

AVIAR ENERGY CORPORATION

Victoria Guidry
Production/Regulatory Coordinator

Ivjg

Enclosures

H:\...\docs\Utah\002

RO.Box 1350, Houston, Texas 77251-1350 Telephone (713)



FORMS
ST OF UTAH

DIVISIONOF OlL, GAS AND MINING 5. Lease Designation and Serial Number
U-46697
6. Indian, Allottee or TribeName:SUNDRYNOTICES AND REPORTS ON WELLS NA

Do not use thisform for proposals to drillnew wells,deepen existingwells,or to reenter plugged and abandoned wells. 7. Unit Agreement Name:
Use APPLICATIONFOR PERMITTO DRILLORDEEPEN form for such purposes NA A It

8. Well Name and Number:1. Type of Well: OIL GAS OTHER: MS 30 -1

2. Name of Operator 9. API Well Number:
Aviara Energy Corporation 43-019-31365

10. Field and Pool, or Wildcat3. Address and Telephone Number.

WildcatP.O. Box 1350, Houston TX 77251-1350 713-871-3400
4. Location of Well

Footages: 330' FNL& 1035' FWL County: Grand
QQ,Sec., T., R., M.: NWINWSec. 30, T26S, R20E state: Utah

11. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
NOTICE OF INTENT SUBSEQUENT REPORT(Submit in Duplicate) (Submit Original Form Only)

Abandon New Construction Abandon* New ConstructionO neraircasano O Pull or Alter Casing Repair Casing Pull or Alter CasingO Change of Plans Recomplete Change of Plans PerforateO convertto inieceon O P•rtorat• O convernoinisceon O Vent or FlareO Fracture Treat or Acidize Vent or Flare Fracture Treat or Acidize Water Shut-OH
O Mufüple Cornpletion Water Shut-OH

Other
- Other Request for Extension of approved APD

Date of work completion

Approximatedate workwill start April 2002 Report results of Multiple Completions and Recompletions to different reservoirs on WELL
COMPLETION OR RECOMPLETIONREPORT AND LOG form.

* Must be accompanied by a cement verification report.

12. DESORIBEPROPOSEDOR COMPLETEDOPERATIONS (Clearly state all pertinent details, and give pertinent dates. If well is directionally drilled, give subsurface locations and measured and trueverticaldepths for all markers and zones pertinent tothiswork.)

Aviara Energy Corporation respectfully requests a one year extension of theapproved "Application For Permit to Drill" for the abovereferenced well.

A drilling program is tentatively planned to begin sometimein April 2002.
The programcalls for drilling the Kane Springs 7-1 well first, then proceedingto drill the Kane Springs 30-1, and then the Kane Springs 11-1.

ame signatu
DM

E
iblorth gtonSafety

& Reg. Date 4/02/02

Approved by the ' RECEIVEDUtah DMslonof
Oil, Gas and Mining APRgg ggg

(5/9 (See Instructions on Reverse Side) - OIL S
ND

M



FORM 9
Si E OF UTAH

DIVISIONOF OIL, GAS AND MINING 5 Lease Designation and Serial Nurnber
U-46697
6. Indian, Allotteeor TribeName:SUNDRYNOTICES AND REPORTS ON WELLS NA

Do not use thisform for proposals todrillnew wells,deepen existingwells,or to reenter plugged and abandoned wells. 7. Unit Agreement Name:
Use APPLICATION FOR PERMIT TO DRILLÓR DEEPEN form for such purposes NA

1. Type of Well: OIL GAS OTHER:
nS

Û 1
2. Name of Operator 9. API Well Number:

Aviara Energy Corporation 43-019-31365
3. Address and Telephone Number. 10. Field and Pool, or Wildcat

WildcatP,0, Box 1350, Houston TX 77251-1350 713-871-3400
4. Location of Well

HL9 Ø¿..fof5F£L SEGEFootages: 330' FNL& 1035' FWL County: Grand
QQ,Sec., T., R., M.: NWINWSec. 30, T26S, R20E St6te Utah

11. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHERDATA
NOTICE OF INTENT SUBSEQUENT REPORT(Submit in Duplicate) (Submit Original Form Only)

O Abandon New Construction Abandon* New ConstructionO nesaircasing O Pull or Alter Casing Repair Casing Pull or Alter CasingO Change of Plans Recomplete Change of Plans PerforateO convertto iniecti<m O sectorate cons.stroisi.et,oa Vent or FlareO Fracture Treat or Acidize Vent or Flare Fracture Treat or Acidize Water Shut-Off

O MultipleConpletion Water Shut-Off Other
Other ReqUSSt f0r Extension of approvedAPD

Dateof work completion

Approximate date work will start April Ÿ002 Report results of Multiple Completions and Recompletions to different reservoirs on WELL
COMPLETION OR RECOMPLETION REPORT AND LOG form.

* Must be accompanied by a cement verification report.

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS (Clearly state all pertinent details, and give pertinent dates. If well is directionally drilled, give subsurface locations and measured and truevertical depths for all markers and zones pertinent to this work.)

Aviara Energy Corporation respectfully requests a one year extension of the
approved*Application For Permit to Drill" for the abovereferenced well.

A drilling program is tentatively planned to begin sometimein April 2002.
The program calls for drilling the Kane Springs 7-1 well first, then proceedingto drill the Kane Springs 30-1, and then the Kane Springs 11-1.

Mq E i
or h onSafety

& Req· oate 4/02/02

ApprOV Y COPYSBWTOOPRATORUtah Division o cow oqqq
011,Gas and Mmma n cyn

A

(5/94) (See Instructions on Reverse



NT PETROLEUM (AEC), I
1601 Elm Street, Suite 3400

Dallas, Texas 75201

July 11, 2002

State of Utah
Department of Oil, Gas & Minerals
1594 West N. Temple, Suite 1210
Salt Lake City, Utah 84114-5801

Attn: Mr. Jim Hamilton

Re: Travelers Bond No. 103860066

Dear Sir:

This is to advise you that Aviara Energy Corporation has changed its name to Hunt
Petroleum (AEC), Inc., effective July 1, 2002. Attached is a Surety Rider to Travelers Bond
#103860066 (which replaced CNA Bond No. 159209096) and a copy of the Surety Bond on State
of Utah Form 4A curreiltly on file with the State of Utah, Department of Natural Resources.

If you have any questions please give me a call at (214) 880-8916.

Yours very truly,

Mary Melvin
Legal Assistant

attachments

cc: Max Gardner (w/enc.)
Donny Worthington (wlenc.)
Gerald Phillips (w/enc.)

Receipt acknowledged this
_

day of July 2002.

S TE OF UTAH, Department of Oil, Gas & Minerals

Title:



e O
United States Department of the Interior

BUREAU OF LAND MANAGEMENT
Colorado State Office

2850 Youngfield Street
Lakewood, Colorado 80215-7076

IN REPLY REFER TO.

3106 (MM)

July 22, 2002
NOTICE

Hunt Petroleum (AEC), Inc. :
1601 Elm Street, Suite 3400 : Oiland Gas
Dallas, TX 75201 :

Name Change Recoqnized

Acceptable evidence was filedand accepted by this office concerning the name change of AviaraEnergy Corporation to Hunt Petroleum (AEC), Inc. with Hunt Petroleum (AEC), Inc. being thesurviving entity. For our purposes, the name change was recognized effective July 1, 2002 thedate of acceptance by the Secretary of the State of Delaware.

A rider changing the name of the principal on Nationwide bond number 159209244 (BLMBondCO-1274) previously held by Aviara and issued by Continental Casualty Company, was changedto Hunt Petroleum (AEC), Inc. effective July 12, 2002.

The oiland gas lease files identified on the enclosed Exhibit A, supplied by Hunt Petroleum (AEC),Inc. were updated to reflect the new name. We have not abstracted the lease files to determineif the entities affected by the name change hold an interest in the leases identified nor have weattempted to identify leases where the entity is the operator on the ground maintaining no vestedrecord titleor operating rights interests. We are notifying the Mineral Management Services (MMS)and applicableBureau of Land Management (BLM)Field Offices of the name change by copyofthis notice. If our field offices require additional documentation for changes of operator, they willcontact you.

Ifyou identify additional leases where the affected parties maintain an interest, please contact thisofficeand we willdocument the files under our jurisdiction with a copy of this Notice. If the leasesare under the jurisdiction of another State Office, we will notify them.

Ifyou have any questions concerning thiscorrespondence, please call Martha Maxwellat (303)239-
3768.

T~ct.
Beverly Derringer
Chief, Fluid Minerals Adjudication

Exhibit A sent to Eastern SO, New MexicoSO, Montana SO, Utah SO, Wyoming SO &MMS-MRM, MS357B1, PO Box 5760, Denver, CO 80217
Decision Letter sent to All State Offices via



O O
STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL, GAS AND MINING 5. LËA$EDESIGNAÏl0NANDSERIALNUMBEÑ:

6. IF INDIAN,ALLOTÌEE ÖR TRIBE NAMESUNDRY NOTICES AND REPORTS ON WELLS
7. UNITor CAAGREEMENTNAME:Do not use this form for proposals todrillnew wells, significantlydeepen existing wells below current bottom-hole depth, reenter plugged wells, or to

drillhorizontal laterals. Use APPLICATIONFOR PERMITTO DRILLform for such proposals.
L TYPEOF WELL 8. WELLNAMEand NUMBER:OIL WELL D GAS WELL OTHER See attachmerit
2. NAMEÖF ÖPERATOR: 9. API NUMBER:

Hunt Petroleum (AEC) , Inc.
3. ADDRESSÖF ÓPERATOR: PHONE NUMBER 10. FIELDAND POOL, OR WILDCAÏ:

1601 Elm StreetegySuite 3400 DaMg, TXzw75201 214-880-8855
4. LOCATIONOF WELL

FOOTAGES AT SURFACE: COUNTY:

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:
UTAH

vi. CHECK APPROPRIATE BÖXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATIONO NOTICE OF INTENT
(Submit in Duplicate) ALTER CASING FRACTURE TREAT SIDETRACKTO REPAIR WELL

Approximate dale work wilstart CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

CHANGETO PREVIOUS PLANS 0PERATOR CHANGE TUBINGREPAIR

CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

O SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATER DISPOSAL
(Submit OrÍginal Form Only)

CHANGEWELLSTATUS PRODUCTION (START/RESUME) WATER SHUT-OFF
Date of work cornpletion:

COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER:

CONVERTWELLTYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Cleady show all pertinent details including dates, depths, volumes, etc.

Change of company fron Aviara Energy Inc. to Hunt Petroleum (AEC) , J nc.
effective July 1, 2002,

NAME(PLEASE PRINT) TITLE

StGNATURE DATE AUgüSt 6, 2002

(This space for State use only)

RECEIVED
AU6O7 2002(5/2000) (See instructions on Reverse Side)

DIVISION ÓFOIL,GASAND



api well_name section township range Il status m
4301931310 KANE SPRINGS FED 27-1 27 250S 190E P
4301931324 KANE SPRINGS FED 19-1A 19 260S 200E P
4301931325 KANE SPRINGS FED 28-1 28 250S 190E S
4301931331 KANE SPRINGS FED 10-1 10 250S 180E P
4301931332 KANE SPRINGS FED 20-1 20 260S 190E S
4301931334 KANE SPRINGS FED 25-19-34-1 34 250S 190E P
4301931363 CANE CREEK FEDERAL 7-1 07 250S 190E DRL
4301931364 CANE CREEK FED 11-1 11 260S 190E DRL
4301931365 CANE CREEK 30-1 30 260S 200E APD
4301931379 KANE SPRINGS FED 3-1 03 260S 190E APD
4303730572 GOVT EVELYNCHAMBERS 1 06 310S 240E S
4303730612 GOVT EVELYNCHAMBERS 2 05 310S 240E S
4304731768 COWDEN 31-3-C 31 060S 210E S
4304731769 FEDERAL 33-6-F 33 060S 210E P
4304731787 FEDERAL 33-8-N 33 060S 210E P
4304731804 FEDERAL 33-3-J 33 060S 210E S
4304731844 FEDERAL 33-7-L 33 060S 210E P
4301931341 KANE SPRINGS 16-1 16 250S 180E A
4304731776 ALTA5-1-B 05 070S 210E P
4304731843 ALTA5-2-C 05 070S 210E



Division of Oil, Gas and Mining
ROUTING

OPERATOR CHANGE WORKSHEET 1. GLH

3. FILE

Change of Operator (Well Sold) Designation of Agent

X Operator Name Change Merger

The operator of the well(s) listed below has changed, effective: 07-01-2002
FROM: (Old Operator): TO: ( New Operator):
AVIARA ENERGY CORPORATION HUNT PETROLEUM (AEC) INC
Address: 1601 ELM STREET, STE 3400 Address: 1601 ELM STREET, STE 3400

DALLAS, TX 75201 DALLAS, TX 75201
Phone: 1-(214)-880-8850 Phone: 1-(214)-880-8850
Account No. N5500 Account No. N2180

CA NO. Unit: CANE CREEK
WELL(S)

SEC TWN API NO ENTITY LEASE WELL WELL
NAME RNG NO TYPE TYPE STATUS
CANE CREEK FEDERAL 7-1 07-25S-19E 43-019-31363 13477 FEDERAL OW DRL
KANE SPRINGS FEDERAL 3-1 03-26S-19E 43-019-31379 99999 FEDERAL OW APD
CANE CREEK FEDERAL 11-1 11-26S-19E 43-019-31364 13477 FEDERAL OW DRL
CANE CREEK 30-1 30-26S-20E 43-019-31365 99999 FEDERAL OW APD

OPERATOR CHANGES DOCUMENTATION
Enter date after each listed item is completed
1. (R649-8-10) Sundry or legal documentation was received from the FORMER operator on: 07/15/2002

2. (R649-8-10) Sundry or legal documentation was received from the NEW operator on: 08/07/2002

3. The new company has been checked through the Department of Commerce, Division of Corporations Database on: 08/07/2002

4. Is the new operator registered in the State of Utah: YES Business Number: 56883-0143

5. If NO, the operator was contacted contacted on: N/A

6. (R649-9-2) Waste Management Plan received on: IN PLACE

6. Federal and Indian Lease Wells: The BLM and or the BIA has approved the merger, name change,
or operator change for all wells listed on Federal or Indian leases on:



O O
7. Federal and Indian Units:

The BLM or BIA has approved the successor of unit operator for wells listed on: 07/01/2002

8. Federal and Indian Communization Agreements ("CA"):
The BLM or BIA has approved the operator for all wells listed within a CA on: N/A

9. Underground Injection Control ("UIC") The Division has approved UIC Form 5, Transfer of Authority to Inject,
for the enhanced/secondary recovery unit/project for the water disposal well(s) listed on: 07/08/2002

DATA ENTRY:
1. Changes entered in the Oil and Gas Database on: 08/07/2002

2. Changes have been entered on the Monthly Operator Change Spread Sheet on: 08/07/2002

3. Bond information entered in RBDMS on: N/A

4. Fee wells attached to bond in RBDMS on: N/A

STATE WELL(S) BOND VERIFICATION:
1. State well(s) covered by Bond Number: N/A

FEDERAL WELL(S) BOND VERIFICATION:
1. Federal well(s) covered by Bond Number: CO-1274

INDIAN WELL(S) BOND VERIFICATION:
1. Indian well(s) covered by Bond Number: N/A

FEE WELL(S) BOND VERIFICATION:
1. (R649-3-1) The NEW operator of any fee well(s) listed covered by Bond Number N/A

2. The FORMER operator has requested a release of liability from their bond on: N/A
The Division sent response by letter on: N/A

LEASE INTEREST OWNER NOTIFICATION:
3. (R649-2-10) The FORMER operator of the fee wells has been contacted and informed by a letter from the Division

of their responsibility to notify all interest owners of this change on: N/A



O
HUNT PETROLEUM (AEC}, INC.

P.O. Bo× 1350, Houston, Te×as 77251-1350
One Riverway, Suite 700

Houston, Te×as 77056
Telephone (713) 871-3400

March 28, 2003

Bureau of Land Management CERTIFIED MAIL
Attn: Eric Jones 7002 0460 0001 1863 8244
82 E. Dogwood RETURN RECEIPT REQUESTED
Moab, UT 84532

State of Utah CERTIFIED MAIL
Division of Oil, Gas, & Mining 7002 0510 0001 5407 2877
Attn: John Baza RETURN RECElPT REQUESTED
1594 West North Temple, Suite 1210
Salt Lake City, UT 84114

Reference: Cane Creek #30-1
Grand County, Utah

Gentlemen:

Enclosed please find "Sundry Notices and Reports on Wells" requesting a one year extension of
the approved "Application For Permit To Drill, Deepen, or Plug Back" for the above referenced
wells.

The Cane Creek #7-1 and #11-1 wells were drilled in 2002 and continuation of the drilling program
is currently being evaluated.

Please contact me at 713-871-3400 should you have any questions or require additional
information. Thank you for your assistance.

Very trulyyours,

Victoria Guidry
Regulatory Coordinator

Ivjg

Enclosure

docs\reg\050i
RECEIVED
MAR3 12003

DIV.0FOiL, GAS&



FM e CONFllENTIAL
STATE OF UTAH

DIVISION OF OIL, GAS AND MINING 5. Lease Designation and Serial Number
U-46697
6. Indian,Allotteeor TribeName:SUNDRY NOTICESAND REPORTS ON WELLS NA

Do not use this form for proposals to drill newwells,deepen existing wells, or to reenter pluggedand abandoned wells. 7. Unit Agreement Name:
Use APPLICATION FOR PERMIT TO DRILLOR DEEPEN form for such purposes Cane Creek

8. Well Name and Number:1. Type of Weli: OIL GAS OTHER: Cane Creek #30-1

2. Narne of Operator 9. API WellNumber:
Hunt Petroleum (AEC), Inc. 43-019-31365

3. Address and Telephone Nurnber. 10. Field and Pool, or Wildcat
WildcatP.O. Box 1350, Houston TX 77251-1350 713-871-3400

4. Location of Well

Footages: 330' FNL& 1035' FWL county: Grand
QQ,Sec., T., R., M.: NW/NWSec. 30, T26S, R20E state: Utah

11. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
NOTICEOF INTENT SUBSEQUENT REPORT(Submit in Duplicate) (Submit Original Form Only)

Abandon New Construction Abandon* New Construction
Repair Casing Pull or AlterCasing Repair Casing Pull or AlterCasing
Change of Plans Recomplete Change of Plans Pedorate
Convert to injection Pedorate Convert to Injection Vent or Rue
Fracture Treat or Acidize Vent or Flare Fracture Treat or Acidize Water Shut-O#O Multiple Cornpletion WaterShut-OH Other
Other Request for Extension of approved APD

Date of work completion

Approximatedate work willstart September 2003 Report results of Multiple Completions and Recompletions to different reservoirs on WELL
COMPLETION OR RECOMPLETION REPORT AND LOGform.

* Mustbe accompaniedby a cement verification report.

12. DESCRIBEPROPOSEDOR COMPLETEDOPERATIONS (Clearly state all pertinent details, and give pertinent dates. Ifwell is directionally drilled, give subsurface locations and measured and truevertical depths for all markers and zones pertinent to this work.)

Hunt Petroleum (AEC), Inc. respectfully requests a one year extension of theapproved "Application For Permit to Drill" for the above referenced well.
RECElVED

The Cane Creek 7-1 and 11-1 wells were drilled in 2002. Continuation of the
drilling program is currently being evaluated. MAR3 12003

DIV.0FOIL,GAS&MINING

is. Ýictoria Guidry
Name &Signature '

c' Title Regulatory Coordinator Date 3/28/03
(This spapefor State se only -

Approved by the
Utah Division of

in cyo Oil,Gas and Mining

(5/94) (See Instructions on Reverse



'for: 160-5 ED STATES FORM APPROVED
(Septembe 001) DEPARTlvitNT OF THE INTERIOR OMB NO. 1004-0135

Expires January 31, 2004BUREAU OF LAND MANAGEMENT
5. Lease Serial No.

SUNDRY NOTICES AND REPORTS ON WELLS U-66025
Do not use this form for proposals to drill or to re-enter an 6. If Indian, Allottee or Tribe Name

abandoned well. Use Form 3160-3 (APD) for such proposals.
NA.

SUBNIlTIN TRIPLICATE - Other instructions on reverse side 7. If Unitor CA/Agreement, Name and/or No.
Cane Creek Federal Unit

1. Type of Well
Oil Well Gas Well Other 8. Well Name and No.

Cano Crcek 3-12. Name of Operator
Hunt Petrol eum (AEC), Inc 9 API wellNo

3a. .Address 3b. Phone No. (include area code) 43 - 019 - 31379P.O. Box 1350 , Houston TX 77251-1350 713-871-3400 in Field and Pool or Evploratory Area4. Location ofWell (Footage, Sec., T, R., M, or Survey Description) Wil dcat
2512' FNL& 1210' FEL, SE NE
Sec. 3, T26S, R19E 11. Countyor Parish, State

Grand County, UT
12. CHECK APPROPRIATE BOX(ES) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPEOF SUBMISSION TYPE OF ACTION

Notice of Intent Acidize D Production (Start/Resume) Water Shut-Off

Mter Cmg Fracture Treat Reelamation Wen IntegrityO Subsequent Report
CasingRepair NewConstruction. Recomplete X OtherTPOUSfgr AŸD

Final Abandonment Notice Change Plans Plug and Abandon TemporarilyAbandon tO NewUnit
O c.-t ra 42,12. Plug Back Water Disposal

ÛpeP t0C
13. Describe Proposed or Completed Operation (clearly state all pertinent details, including estimated starting date of any proposed work and approximate duration thereof.If the proposal is to deepen directionally or recomplete horizontally, give subsurface locations and measured and true vertical depths of all pertinent markers and zones.Attach the Bond under which the work will be performed or provide the Bond No. on file with BLM/BIA. Required subsequent reports shall be filed within 30 daysfollowing completion of the involved operations. If the operation results in a multiple completion or recompletion in a new interval, a Form 3160-4 shall be filed oncetesting has been completed. Final Abandonment Notices shall be filed only after all requirements, including reclamation, have been completed, and the operator hasdetermined that the finalsite is ready for final inspection.)

Hunt Petroleum (AEC), Inc. respectfully requests that the approved "Application for
Permit to Drill" be transferred to Intrepid Oil & Gas, LLC. Hunt resigned as unit operator
and Intrepid was designated successor operator of the Cane Creek Federal Unit.

Following is relevant information:

Intrepid Oil & Gas, LLc ,
RECElVED

700 17th Street, Suite 1700
Denver, CO 80202
Attn: H. Richard Miller
303.296.3008 - Phone gc{ DIV.0FOIL,GAS&MINING
303.298.7502 - Fax

14. hereeb ce i that he foregoing is true a d'c r Title

Victoria Guidry Regulatory Coordinator
Date 07/17/03

THIS SPACE FOR FEDERAL OR STATE OFFICE USE
Approved by Title Date

tändinoiisfágiprofaljäri aie attached. Approval of this notice does not warrant or Officecertify that the applicant holds legal or equitable title to those rights in the subject lease
which would entitle the applicant to conduct operations thereon.
Title 18 U.S.C. Section 1001, and Title 43 U.S.C. Section 1212, makes it a crime for any person knowingly and willfullyto make to any department or agency of the United
States any false, fictitious or fraudulent statements or representations as to any matter within its



STATE OF UTAH FORM 9
DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL, GAS AND MINING S. LEASEDESIGNATIONANDSERIALNUMBER:
U-66025

SUNDRY NOTICES AND REPORTS ON WELLS 6. IF INDIAN,ALLÖTTEEOR TRIBE NAME:

7. UNITor CAAGREEMENTNAME:
Do not use this forn for proposals to drillnew wells, signiilcantly deepen existing wells below cunent bottom-hole depth, reenter plugged wells,or to Cane Creek Federal Unitdrillhorizontal laterais. Use APPUCATION FOR PERMITTO DRILLfonn for such proposals.

1. TYPE OE WELL $. WELLNAMEand NUMBER:OIL WELL GAS WELL OTHER Cane Creek 3-1
2. NAMEOF 0PERATOR: 9. API NUMBER:

Intrepid Oil& Gas, LLC 4301931379
3. ADDRESS OF OPERATÖR: PHÓNE NUMBER: 10. FIELDAND POOL, OR WILDCAT:
700 17th Street, #1700 ciTY Denvm STATE Z1P80202 (303) 296-3006 Wildcat

4. LOCATIONOF WELL

FOOTAGESATSURFACE:2612' FNL&1210' FEL COUNTY: Û(8

OTRIQTR,SECTION,TOWNSHIP,RANGE.MERIDIAN:SENE 3 26s 19e STATE:
UTAH

19. CHECK APPROPRIATEBOXESTO INDICATENATUREOF NOTICE, REPORT,OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICE OF INTENT

(Submit in Duplicate) ALTERCASING FRACTURETREAT SIDETRACKTOREPAIR WELL

Approximate date work willstart CASlNG REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

O CHANGETO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

O CHANGETUBING PLUG ANDABANDON O VENT OR FLARE

O SUBSEQUENT REPORT CHANGEWELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Fonn Only)

O CHANGEWELLSTATUS PRODUCTION(STARTIRESUME) WATERSHUT-OFF
Date of workcompletion:

O COMMINGLEPRODUCING FÓRMATIONS RECLAMATIONOF WELLSITE OYMER:AQÇggggOg Q )\
O CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION ÛQOf3ÍOf

12- DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

Hunt Petroleum has resigned as unit operator and Intrepid Oil &Gas, LLC(IOG) was designated successor operator of the
Cane Creek Federal Unit. The above referenced well is in this Unitand lOG accepts operator status.

RECEIVED
NOV2 i 2003

DIVOFOIL,GAS&MIMNG

NAME(PLEASEPRINT) RichardMiller .

TFELE Special Projects Manager

SIGNATURE DATE 11/18/2003

(This space for State use



Division of Oil, Gas and Mining
ROUTING

OPERATOR CHANGE WORKSHEET 1. GLH
2. CDW

X Change of Operator (Well Sold) Designation of Agent/Operator

Operator Name Change Merger

The operator of the well(s) listed below has changed, effective: 4/28/2003
FROM: (Old Operator): TO: ( New Operator):
N2180-HUNT PETROLEUM CORPORATION N6810-Intrepid Oil & Gas, LLC

1601 Elm Street, Suite 3400 700 17th Street, Suite 1700
Dallas, TX 75201 Denver, CO 80202

Phone: 1-(214) 880-8914 Phone: 1-(303) 296-3006

CA No. Unit: Kane Springs
WELL(S)

SEC TWN API NO ENTITY LEASE WELL WELL
NAME RNO NO TYPE TYPE STATUS
CANE CREEK 30-1 30 260S 200E 4301931365 Federal OW APD C
KANE SPRINGS FED 3-1 03 260S 190E 4301931379 Federal OW APD

OPERATOR CHANGES DOCUMENTATION
Enter date after each listed item is completed
1. (R649-8-10) Sundry or legal documentation was received from the FORMER operator on: 7/22/2003

2. (R649-8-10) Sundry or legal documentation was received from the NEW operator on: 11/21/2003

3. The new company has been checked through the Department of Commerce, Division of Corporations Database on:
6/30/2003

4. Is the new operator registered in the State of Utah: YES Business Number: 2029416-0161

5. If NO, the operator was contacted contacted on:

6. (R649-9-2)Waste Management Plan has been received on: IN



g g
7. Federal and Indian Lease Wells: The BLM and or the BIA has approved the merger, name change,

or operator change for all wells listed on Federal or Indian leases on: BLM 4/28/2003 BIA n/a

8. Federal and Indian Units:
The BLM or BIA has approved the successor of unit operator for wells listed on: 4/28/2003

9. Federal and Indian Communization Agreements ("CA"):
The BLM or BIA has approved the operator for all wells listed within a CA on: N/A

10. Underground Injection Control ("UIC") The Division has approved UIC Form 5, Transfer of Authority to
Inject, for the enhanced/secondary recovery unit/project for the water disposal well(s) listed on: n/a

DATA ENTRY:
1. Changes entered in the Oil and Gas Database on: 11/26/2003

2. Changes have been entered on the Monthly Operator Change Spread Sheet on: 11/26/2003

3. Bond information entered in RBDMS on: N/A

4. Fee wells attached to bond in RBDMS on: N/A

STATE WELL(S) BOND VERIFICATION:
1. State well(s) covered by Bond Number: n/a

FEDERAL WELL(S) BOND VERIFICATION:
1. Federal well(s) covered by Bond Number: UTB000029

INDIAN WELL(S) BOND VERIFICATION:
1. Indian well(s) covered by Bond Number: N/A

FEE WELL(S) BOND VERIFICATION:
l. (R649-3-l) The NEW operator of any fee well(s) listed covered by Bond Number N/A

2. The FORMER operator has requested a release of liability from their bond on: N/A
The Division sent response by letter on: N/A

LEASE INTEREST OWNER NOTIFICATION:
3. (R649-2-l0) The FORMER operator of the fee wells has been contacted and informed by a letter from the Division

of their responsibility to notify all interest owners of this change on: N/A



e *
OLENE S. WALKER

Governor
July 14, 2004

GAYLEE McKEACHNIE
Lieutenant Governor

State of Utah
Richard Miller

Department of Intrepid Oil & Gas LLC
Natural Resources 700 17TH Street Suite 1700

ROBERT L. MORGAN
Denver CO 80202

ExecutiveDirector

Division of
Oil, Gas & Mining Re: APD Rescinded - Kane Springs 30-1 Sec. 30, T. 26S, R. 20E
LOWELL P. BRAXTON Grand County, Utah API No. 43-019-31365

Division Director

Dear Mr. Miller:

The Application for Permit to Drill (APD) for the subject well was
approved by the Division of Oil, Gas and Mining (Division) on April 8, 1998. On
May 3, 1999, May 25, 2000, April 19, 2001, April 18, 2002 and April 1, 2003 the
Division granted a one-year APD extension. No drilling activity at this location
has been reported to the division. Therefore, approval to drill the well is hereby
rescinded, effectiveJuly 14, 2004.

A new APD must be filed with this office for approval prior to the
commencement of any future work on the subject location.

If any previously unreported operations have been performed on this well
location,it is imperative that you notify the Division immediately.

Sincerely,

ia a Whitney
Engineering Technician

cc: Well File
Bureau of Land Management, Moab

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone (801) 538-5340 *facsimile (801) 359-3940•TTY (801) 538-7458 * www.ogm.utah.gov Where ideas
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